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ABSTRACT
The purpose o f  t h i s  s tudy i s  to  determine which bus iness  lo c a t io n  
f a c t o r s  t h a t  a re  wholly o r  p a r t i a l l y  under the  co n t ro l  of  loca l  government 
a re  perce ived  as most im por tan t  in  the  case s tudy  a r e a ,  the  Ci ty  of  P o r t s ­
mouth, V i r g in i a .
An a n a l y s i s  was made o f  p re v io u s ly -p u b l i s h e d  l i t e r a t u r e  on the  s u b je c t  
o f  b u s in ess  s i t e  s e l e c t i o n .  The development of  b u s in e s s  l o c a t io n  theory  
was t r a c e d  from i t s  i n i t i a l  emphasis on t r a n s p o r t a t i o n  c o s t s  to  the  u l t i ­
mate r e a l i z a t i o n  o f  th e  pr imary importance of  p r o f i t  in  b u s in ess  l o c a t io n  
d e c i s i o n s .  Local government was shown to  p lay  a r o l e  in  the  f i n a l ,  i n t r a -  
r eg iona l  s i t e  s e l e c t i o n  d e c i s io n  a f t e r  pr imary concerns  r e l a t i v e  to  market 
p rox im ity  and l a b o r  supply  have been met.
The case  s tudy  a r e a ,  the  C i ty  o f  Por tsmouth ,  V i r g i n i a ,  was shown t o  
be a t y p i c a l ,  d i s t r e s s e d  c e n t r a l  c i t y  which has exper ienced  a s u b s t a n t i a l  
l o s s  o f  r e s i d e n t i a l  and commercial a c t i v i t y  to  the  surrounding  suburban 
communities .  The C i ty  o f  Portsmouth i s  under tak ing  a comprehensive eco­
nomic development program in an a t tem pt  to  r e v e r s e  t h i s  d e c l i n e .
Three d a ta  sources  were examined to  determine which l o c a l l y - c o n t r o l l a b l e  
b u s in es s  s i t e  s e l e c t i o n  f a c t o r s  were pe rce ived  as the  most im por tan t  by the  
Portsmouth b u s in ess  community. An o r i g i n a l ,  mail survey was conducted of  a 
random sample o f  th e  p r e v i o u s l y - e x i s t i n g  Portsmouth bu s in ess  community.
An o r i g i n a l ,  t e lephone  survey  was conducted o f  those  major f i rms which r e ­
lo c a te d  o r  expanded in  the  c i t y  from 1983 to  1985. The t h i r d  source  of  
d a ta  c ons ide red  was a random sample o f  two hundred f i f t y  Portsmouth b u s i ­
n e sses  surveyed by Old Dominion U n iv e r s i ty  in 1985.
The r e s u l t s  o f  the  t h r e e  da ta  sources  i n d i c a t e d  t h a t  the  a v a i l a b i l i t y  
o f  l o w - i n t e r e s t  f in a n c in g  and the  a v a i l a b i l i t y  of  a s u i t a b l e  phys ica l  l o c a ­
t i o n  c o n s i s t e n t l y  ranked as the  most im por tan t  s i t e  s e l e c t i o n  f a c t o r s .  The 
a v a i l a b i l i t y  o f  t ax  i n c e n t i v e s  assumed a high degree  of  importance in  the  
r e s u l t s  o f  the  mail su rvey ,  however t h i s  f in d in g  was not  confirmed by the  
o t h e r  d a ta  c o n s id e red .  Ranking lower in  importance were such non-pecuniary  
s i t e  s e l e c t i o n  f a c t o r s  as zoning and r e g u la to ry  concerns ,  improved municipal 
s e r v i c e s ,  th e  a v a i l a b i l i t y  of  municipal  ombudsman s e r v i c e s  and the  q u a l i t y  
o f  l i f e  in  th e  c i t y .
V
INTRODUCTION 
ECONOMIC DEVELOPMENT INCENTIVES: THE PROBLEM
The h i s t o r y  of  lo c a l  economic development has involved  the  concept  
o f  com pet i t ion  between the  "haves" and the  "h av e -n o ts" .  In the  a l l o c a ­
t i o n  o f  s ca rce  r e s o u r c e s ,  which in c lu d e  tax  revenues and j o b s ,  c e r t a i n  
l o c a l i t i e s  must n e c e s s a r i l y  gain a t  th e  expense o f  o t h e r s .  This compe­
t i t i o n  f o r  new b u s in es s  inves tm ent  has both i n t e r - r e g i o n a l  and i n t r a -  
reg io n a l  i m p l i c a t i o n s .  The p a s t  few decades have seen a n o t i c e a b l e  move­
ment o f  manufac tur ing  and o f f i c e  development to  the  sou thern  and western  
( th e  s o - c a l l e d  "Sunbe l t" )  s t a t e s .  Within r e g i o n s ,  spraw ling  suburban 
growth has o f te n  s iphoned tax  d o l l a r s  and job o p p o r t u n i t i e s  from the  
o l d e r  c e n t r a l  c i t i e s  which a re  unable to  annex in c o rp o ra te d  suburbs .
For a c i t y  to  p r o s p e r ,  t h e r e  must e x i s t  adequate  job  o p p o r tu n i t i e s  
f o r  i t s  c i t i z e n s  and a tax  base s u f f i c i e n t  to  f in a n c e  a p l e a s a n t  r e c r e ­
a t i o n a l  and c u l t u r a l  environment as well  as b a s ic  municipal  s e r v i c e s .  
Development o f  a s u f f i c i e n t  tax  and employment base n e c e s s i t a t e s  the  
a t t r a c t i o n  o f  new b u s in es s  inves tm en t ,  both by e x i s t i n g  f irms as well  
as by those  new e n t e r p r i s e s  which can be lu re d  from o th e r  l o c a t i o n s  
and through the  c r e a t i o n  o f  new companies.  P a r t i c u l a r l y  im por tan t  i s  
t h e  need t o  h a l t  the  f u r t h e r  e ro s io n  o f  the  c i t y ' s  e x i s t i n g  bus iness  
community. I t  i s  e v id e n t  t h a t  a bus iness  c l im a te  must be e s t a b l i s h e d  
w i th in  the  l o c a l i t y  which w i l l  pe rm it  the  e n t i r e  bu s in ess  community to  
f l o u r i s h .
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2Many f a c t o r s  impact on a given  f i r m ' s  f i n a l  s i t e  s e l e c t i o n  d e c i s io n .
Of th e se  f a c t o r s ,  many f a l l  beyond the  a b i l i t y  of  loca l  government to  
respond.  For i n s t a n c e ,  t h e r e  i s  l i t t l e ,  i f  a n y th in g ,  a lo ca l  government 
can do to  co n t ro l  the  c o s t  o f  borrowing.  There a r e ,  however, s t e p s  a 
municipal  government can take  to  in f lu e n c e  both the  s i t e  s e l e c t i o n  
d e c i s io n s  o f  i n d iv id u a l  f i rm s  and th e  o v e ra l l  b u s in ess  c l im a te  in  the  
communi t y .
Economic development t o o l s  which a r e  wholly  o r  p a r t i a l l y  under the  
c o n t ro l  o f  loca l  government in c lu d e :  t ax  i n c e n t i v e s ,  l o w - i n t e r e s t  f i n a n c ­
in g ,  p r o v is io n  o f  munic ipal s e r v i c e s ,  zoning and r e g u l a t o r y  i s s u e s ,  munic i ­
pal ombudsman f u n c t i o n s ,  a v a i l a b i l i t y  o f  phys ica l  f a c i l i t i e s ,  and q u a l i t y  
o f  l i f e  f a c t o r s  such as e d u c a t io n ,  r e c r e a t i o n  and c u l t u r a l  o p p o r t u n i t i e s .
The s t r u g g l e  each community endures to  improve i t s  economic c o n d i t io n s  
i s  s e t  in  a background of  i n c r e a s i n g  co m p e t i t io n .  The f i e l d  o f  economic 
development  was, in  th e  p a s t ,  l im i t e d  to  i n d u s t r i a l  development .  P r a c t i ­
t i o n e r s  were l a r g e l y  l i m i t e d  to  the  u t i l i t y  companies and th e  r a i l r o a d s .
S t a t e  governments e n t e r e d  the  p r o fe s s io n a l  development a rena  in th e  1950s 
and 1960s. More r e c e n t l y ,  loca l  governments and reg io n a l  o rg a n i z a t io n s  
have c r e a t e d  many lo ca l  economic development depar tments  and agencies  with  
m iss ions  t h a t  reach f a r  beyond t r a d i t i o n a l  i n d u s t r i a l  promotion. The o r g a n i ­
z a t i o n s  a re  o f te n  a c t i v e  in  downtown r e v i t a l i z a t i o n ,  to u r i s m ,  promotion of  
r e s e a r c h  and development,  commercial and upper-income r e s i d e n t i a l  deve lop­
ment ,  and even b u s in e s s  co u n se l in g .
I t  i s  u n f o r tu n a t e  t h a t  th o se  communities which a re  most in  need of  
new p r i v a t e  inves tm ent  a re  a l s o  th e  l e a s t  ab le  to  a f f o r d  th e  c o s t s  a s s o c i a t e d  
w i th  e n t i c i n g  such inves tm en t .  T h e re fo re ,  i t  i s  c r i t i c a l  t h a t  l o c a l i t i e s  be
3in  a p o s i t i o n  to  i d e n t i f y  those  loca l  economic development t o o l s  which o f f e r  
th e  g r e a t e s t  o p p o r tu n i ty  f o r  su c c e s s .
This  s tudy  i s  in tended  to  de termine  which lo ca l  economic development
t o o l s  noted above o f f e r  the  g r e a t e s t  p o t e n t i a l .  Survey r e se a rc h  methods
w i l l  be employed. The assumption i s  t h a t  a d i r e c t  i n q u i ry  of  b u s in ess
managers w i l l  y i e l d  the  g r e a t e s t  i n s i g h t  i n t o  the  r e l a t i v e  importance o f
b u s in e s s  l o c a t i o n  v a r i a b l e s .  The fo l low ing  hy p o th es is  i s  o f f e r e d :
"Of the  genera l  c a t e g o r i e s  o f  b u s in ess  s i t e  s e l e c t i o n  
f a c t o r s  which a re  wholly or  p a r t i a l l y  under  the  co n t ro l  
o f  lo c a l  government,  the  a v a i l a b i l i t y  o f  l o w - i n t e r e s t  
f in a n c in g  and a s u i t a b l e  phys ica l  p l a n t  w i l l  c o n s i s t e n t l y  
rank as the  two most im por tan t  e lements  in th e  bus iness  
s i t e  s e l e c t i o n  p r o c e s s . "
Development of  a s p e c i f i c  methodology to  t e s t  t h i s  hypo thes is  should  
be preceeded by an assessment  of  the  h i s t o r i c a l  development of  bus iness  
l o c a t i o n  theo ry  and an assessment  o f  th e  r e s u l t s  o f  p a s t  s t u d i e s .  This 
he lps  th e  r e a d e r  to  b u i ld  an h i s t o r i c a l  a p p r e c i a t i o n  f o r  the  i s s u e s  s u r ­
rounding th e  l o c a t i o n  o f  b u s in ess  a c t i v i t y ,  and the reby  form a b a s i s  on 
which to  develop a more s p e c i f i c  i n q u i r y .  Accord ing ly ,  the  review of  the  
l i t e r a t u r e  in  th e  fo l low ing  c h a p te r  w i l l  p rov ide  the  founda t ion  f o r  the 
c u r r e n t  p r o j e c t .
CHAPTER I
LOCATION FACTORS: A LITERATURE PERSPECTIVE
In o rd e r  to  p lace  the  i s s u e  of  bus iness  l o c a t i o n  i n c e n t iv e s  in p e r sp ec ­
t i v e ,  i t  i s  f i r s t  nec e s sa ry  to  t r a c e  the  development o f  l o c a t i o n  theory  from
i t s  e a r l y  days to  the  p r e s e n t .  This d i s c u s s io n  o f  l o c a t i o n  theory  i s  con­
t a i n e d  in S ec t io n  I o f  t h i s  c h a p te r .
S ec t io n  I I  w i l l  d i s c u s s  each of  the  most common f a c t o r s  which in f lu e n c e
b u s in es s  l o c a t i o n .  This  s e c t io n  w i l l  p rov ide  i n s i g h t  i n t o  the  b a s ic  e lements  
which comprise  each l o c a t i o n  f a c t o r .  Given the  emphasis in t h i s  s tudy on 
the  r o l e  o f  loca l  government in  the s i t e  s e l e c t i o n  p r o c e s s ,  Sec t ion  I I  w i l l  
a l s o  de termine  which o f  the  v a r ious  l o c a t i o n  f a c t o r s  a re  wholly  o r  p a r t i a l l y  
under the  co n t ro l  o f  lo c a l  government.
S ec t io n  I I I  w i l l  a s s e s s  the  r e s u l t s  o f  p r i o r  i n q u i r i e s  i n to  the  r e l a t i v e  
importance o f  th e se  l o c a t i o n  f a c t o r s .  These p r i o r  s t u d i e s  were conducted in 
v a r io u s  p a r t s  o f  the  coun try  over  the  p a s t  f o u r  decades ,  and a re  p re sen ted  
to  dem onstra te  the  p r e v a i l i n g  wisdom concerning the  r e l a t i v e  importance of  
each f a c t o r .
THE DEVELOPMENT OF LOCATION THEORY
Business  l o c a t i o n  theo ry  has evolved through f o u r  p h ases ,  each of  which 
has b u i l t  upon a r e c o g n i t i o n  o f  the  l i m i t a t i o n s  o f  i t s  p r e c e d e c e s s o r s . The 
f i r s t  phase o f  l o c a t i o n  theo ry  focused e x c l u s iv e ly  on the  r o l e  o f  p roduc t ion  
c o s t s .  The second phase expanded to  in c lu d e  a r e c o g n i t io n  o f  th e  r o le  o f  
m a rk e ts ,  i n c lu d in g  such f a c t o r s  as :  uneven po p u la t io n  and re sou rce  d i s t r i b u ­
t i o n ,  and the  in te rdependence  o f  f i rm s  w i th in  a given  buying c e n t e r .  The
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5t h i r d  phase o f  l o c a t i o n  th eo ry  combined l e a s t - c o s t  c o n s id e r a t i o n s  with the  
r o l e  o f  markets  (hence revenues)  to emphasize p r o f i t  maximizat ion .  F i n a l l y ,  
b u s in e s s  l o c a t i o n  th eo ry  has recognized  the  r o l e  of  p u b l i c  p o l i c y  in  i n f l u ­
encing  l o c a t i o n  d e c i s io n s .
The fo l low ing  i s  a d i s c u s s io n  of  each of  the  fo u r  phases  in  the  develop­
ment o f  b u s in e s s  l o c a t i o n  th eo ry .
The f i r s t  phase o f  l o c a t i o n  theo ry  to  be d iscu s se d  i s  th e  l e a s t - c o s t  
th eo ry .  Simply s t a t e d ,  th e  l e a s t - c o s t  theo ry  of  bus iness  l o c a t i o n  holds  
t h a t  a b u s in es s  w i l l  choose a l o c a t i o n  which minimizes the  c o s t s  of  p ro ­
d u c t io n .  The in f e r e n c e  i s  t h a t  low c o s t s  t r a n s l a t e  d i r e c t l y  i n t o  h ighe r  
p r o f i t s .
The s p e c i f i c  l o c a t i o n  f a c t o r  en joy ing  the  most prominence under the  
l e a s t - c o s t  th eo ry  has been t r a n s p o r t a t i o n  c o s t s .  The l e a s t - c o s t  theory  
holds  t h a t  p roduc ts  which lo se  c o n s id e ra b le  weight  dur ing  p ro cess in g  w i l l  
l i k e l y  be manufactured c lo se  to  the  supply  of  raw m a t e r i a l s .  Convers ly ,  
t h o se  p ro d u c ts  which ga in  weigh t  dur ing  p rocess ing  w i l l  tend  to  be manu­
f a c t u r e d  c lo s e  to  market .  The obvious r a t i o n a l e  i s  th e  m in im iza t ion  of 
t r a n s p o r t a t i o n  c o s t s .
D is tance  a lo n e ,  however, does not  determine t r a n s p o r t a t i o n  c o s t s .  
Topography, a v a i l a b l e  f a c i l i t i e s ,  zone f r e i g h t  p r i c i n g ,  and u n io n iz a t io n  
a l l  c o n t r i b u t e  to  the  t o t a l  c o s t  of  t r a n s p o r t a t i o n .  As d i s t a n c e  i s  not 
th e  s o le  d e te rm in a n t  o f  t r a n s p o r t a t i o n  c o s t s ,  n e i t h e r  a re  t r a n s p o r t a t i o n  
c o s t s  th e  s o l e  c o s t s  involved  in p ro d u c t io n .  A lf red  Weber r e a l i z e d  t h i s  
m u l t i - v a r i a t e  n a tu r e  o f  p roduc t ion  c o s t s  when he i d e n t i f i e d  t h r e e  b a s ic  
l o c a t i o n  f o r c e s :  t r a n s p o r t a t i o n  c o s t  d i f f e r e n c e s ,  l a b o r  c o s t  d i f f e r e n c e s ,
and th e  economies o f  c l u s t e r i n g .  According to  Weber, t r a n s p o r t a t i o n  and 
l a b o r  c o s t  d i f f e r e n t i a l s  combine to  de termine th e  s p e c i f i c  reg ion  in  which
6a b u s in es s  w i l l  l o c a t e  whi le  c l u s t e r i n g  f a c t o r s  such as economies o f  s c a l e ,  
e x i s t e n c e  of  i n f r a s t r u c t u r e ,  and p o l i c e  and f i r e  p r o t e c t i o n  s e rv e  t o  d e t e r ­
mine th e  l o c a t i o n  o f  b u s in es s  a c t i v i t y  w i th in  a given reg io n .  C lu s t e r in g  of  
a c t i v i t y  in  urban c e n t e r s  i s  a two-edged sword. On the  one hand, the  econo­
mies mentioned above se rv e  to  lower the  c o s t s  o f  p ro d u c t io n .  However, i n ­
c r e a s e s  in  urban r e n t s  due to  s c a r c i t y  of  land and in c r e a s e s  in  food c o s t s  
as  a g r i c u l t u r a l  p roduc t ion  becomes lo c a te d  f a r t h e r  from th e  consuming c e n t e r  
r e p r e s e n t  diseconomies  of  c l u s t e r i n g  and may, in t im e ,  o f f s e t  the  advantages  
o f  c l u s t e r i n g .
The second phase o f  l o c a t i o n  th eo ry  was the  development of market  th eo ry .  
While th e  l e a s t  c o s t  th eo ry  assumed a s i n g l e ,  i s o l a t e d  buying c e n t e r ,  market  
th eo ry  reco g n izes  a number of  market  a r e a s .  An in d iv id u a l  b u s i n e s s ' s  market 
sh a re  (and hence revenues)  w i l l  vary accord ing  to  i t s  p rox im ity  to  a given 
buying c e n t e r .  A f i rm  must ,  t h e r e f o r e ,  ba lance  the  c o s t s  o f  p roduc t ion  a t  
s p e c i f i c  l o c a t i o n s  a g a i n s t  th e  market  p o t e n t i a l  o f  each such l o c a t i o n .  This 
market  w i l l  be s t r o n g l y  in f lu e n c e d  by the  r e l a t i v e  l o c a t io n  o f  competing f i rm s .
The e v o lu t i o n  of  market  th eo ry  thus  involved  a r e a l i z a t i o n  t h a t  c o s t s  
a r e  bu t  one s id e  o f  th e  p r o f i t  e q u a t io n ;  the  o th e r  s id e  being revenue p o ten ­
t i a l .  I s a rd  noted t h a t ,  " in  both ( a g r i c u l t u r a l  and i n d u s t r i a l )  c a s e s ,  the  
l o c a t i o n  problem o f  th e  in d iv id u a l  u n i t  . . . must ,  e x p l i c i t l y  o r  i m p l i c i t l y ,  
s u b s t i t u t e  among o u t l a y s ,  among rev en u es ,  and among o u t l a y s  and revenues."'*'
As noted above, th e  l e a s t - c o s t  theo ry  assumed p e r f e c t  co m p e t i t io n .
I s a r d ,  however, ch a l len g ed  th e  no t ion  of  p e r f e c t  com pe t i t ion  as r e l a t e d
to  b u s in es s  l o c a t i o n  d e c i s io n s .  He noted :
"The e x i s t e n c e  o f  phys ica l  space im p l ies  im m obi l i ty ,  
l i m i t e d  com pe t i t ion  and s p a t i a l  i n e l a s t i c i t y .  Thus, 
the  g e n e r a l l y  accep ted  p r i n c i p l e s  of  pure com pet i t ion  
i s  not  a p p l i c a b l e  t o  the  a n a l y s i s  o f  s p a t i a l  economic 
p r o c e s s e s .
As lo c a t i o n  theo ry  evolved to  c o n s id e r  the  m u l t i - f a c e t e d  n a tu re  of 
both p roduc t ion  c o s t s  and revenue g e n e r a t i o n ,  i t  took on in c r e a s in g  com­
p l e x i t y .  This led  to  th e  r e a l i z a t i o n  t h a t  both c o s t  and revenue f a c t o r s  
must be balanced  a g a i n s t  one a n o th e r  in any given l o c a t i o n  d e c i s io n .  
Locat ion theo ry  thus  d iscove red  what the  businessman had know a l l  a lo n g ,  
t h a t  the  key c o n s id e r a t i o n  i s  p r o f i t .
The t h i r d  approach i s  an emphasis on p r o f i t  maximizat ion .  M.L. Green
h u t ,  a contemporary o f  Walter  I s a r d ,  a u th o r iz e d  a seminal work on t h i s  sub
j e c t  in  1956. Greenhut  was one o f  the  f i r s t  s c h o la r s  to  d e p a r t  from the
p u re ly  t h e o r e t i c a l  approach o f  l o c a t i o n  th eo ry  by conduct ing  an in -d e p th
a n a l y s i s  of  a wide range o f  f a c t o r s  which in f lu e n c e  s i t e  s e l e c t i o n .  Based
on c o n s id e r a t i o n  o f  such f a c t o r s  a s  a v a i l a b l e  manpower, c a p i t a l  r e s o u r c e s ,
p ro c e ss in g  c o s t s ,  t r a n s p o r t a t i o n  c o s t s ,  and phys ica l  p l a n t ,  Greenhut  noted
"From th e  s t a n d p o in t  of  the  l o c a t in g  f i r m ,  minimum c o s t  of  
p ro duc t ion  i s  n o t  the  o b j e c t i v e ,  nor  f o r  t h a t  m a t t e r  i s  
lowest  c o s t  o f  d e l i v e r y  m m i les  from the  f a c t o r y ;  r a t h e r ,  
minimum t o t a l  c o s t ,  as  compared to  s a l e s ,  i s  the  d e s i r e d  
end. The maximum p r o f i t  ( r e a l  l e a s t  c o s t )  l o c a t i o n  f u l ­
f i l l s  t h a t  ob jec t ive ." '*
P r o f i t  maximizat ion  theo ry  n e c e s s a r i l y  in v o lv es  t r a d e - o f f s .  I s a rd
su g g es t s  t h a t  one ought to  d i s t i n g u i s h  between two types  o f  s u b s t i t u t i o n s :
" t h a t  between t r a n s p o r t  i n p u t s ,  and t h a t  between o u t l a y s ,  between revenues
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and between o u t l a y s  and rev en u es ."  I t  appears  I s a rd  was unable to  
d iv o rc e  h im se l f  from th e  hold of  l e a s t - c o s t  th eo ry  and i t s  a t t e n d a n t  
emphasis on t r a n s p o r t a t i o n  c o s t  d i f f e r e n t i a l s .  C l e a r l y ,  t r a n s p o r t  c o s t s  
r e p r e s e n t  noth ing  more than o u t l a y s .  I s a rd  would have s a c r i f i c e d  nothing 
by focus ing  s o l e l y  on the  second h a l f  o f  h is  eq u a t io n .
An a d d i t i o n a l  c o n s id e r a t i o n  i s  t h a t  of  in te rdependence  among lo c a t i o n  
f a c t o r s .  For i n s t a n c e ,  t e c h n o lo g ic a l  improvement r e q u i r e s  h ig h e r  c a p i t a l
8inves tm ent  whi le  reducing th e  need f o r  u n s k i l l e d  l a b o r .  Lower l a b o r  needs 
( in  the  aggrega te )  lead  to  i n c r e a s e d ,  t ax - su p p o r te d  unemployment compensa­
t i o n .  Higher  unemployment o f te n  r e s u l t s  in h ig h e r  cr ime r a t e s ,  hence h igher  
p o l i c i n g  c o s t s ,  again  w i th  a r e s u l t a n t  i n c r e a s e  in  t a x a t i o n .
L i t t l e  a d d i t i o n a l  c l a r i f i c a t i o n  i s  r e q u i re d  on the  i s s u e  of  p r o f i t
maximizat ion th e o ry .  However, i t s  l i m i t s  should  be no ted .  Greenhut may
be c r e d i t e d  with  r e a l i z i n g  t h a t  l o c a t i o n  d e c i s io n s  a re  o f t e n  made on the
b a s i s  of  p u re ly  personal  c o n s i d e r a t i o n s .  He observed:
"Obviously ,  the  f in d in g  o f  the  l e a s t - c o s t  theo ry  
matches t h a t  o f  th e  market  a r e a - l o c a t i o n a l  i n t e r ­
dependence theo ry  o f  l o c a t i o n .  F u r th e r ,  they  both 
emphasize the  importance o f  the  s i t e  o f f e r i n g  the 
g r e a t e s t  p r o f i t  p o t e n t i a l ;  though,  on t h i s  ground,  
a common f a i l u r e  e x i s t s ,  f o r  em pir ica l  ev idence  . . . 
s u g g es t s  t h a t  c o n s id e r a t i o n s  o th e r  than maximum p ro ­
f i t  p o t e n t i a l  gu ides  some p l a n t  l o c a t i o n s ."5
A common example o f  non-pecunia ry  m o t iv a t io n  invo lves  the  e n t r e p r e ­
neur  who s t a r t s  a b u s in e s s  in h i s  hometown a l though a h ig h e r  p r o f i t  p o t e n t i a l  
may e x i s t  e l sew here .  Of c o u r s e ,  pecun ia ry  concerns w i l l  be c o n s id e red  to  the 
e x t e n t  t h a t  t h i s  hometown e n t r e p r e n e u r  w i l l  no t  l i k e l y  s t a r t  a bus iness  f o r  
which no v i a b l e  market  e x i s t s  l o c a l l y .
PUBLIC POLICY AND INCENTIVES
While both s c h o la r s  and p r a c t i t i o n e r s  c u r r e n t l y  recogn ize  the  r o le  
p layed  in l o c a t i o n  d e c i s io n s  by p u re ly  personal  c o n s i d e r a t i o n s ,  t h i s  
r e c o g n i t i o n  has no t  c o n s t i t u t e d  the  f i n a l  s t e p  in th e  development of  lo c a t io n  
th e o ry .  I n c re a s in g  a t t e n t i o n  i s  being paid  to  the  r o l e  o f  p u b l i c  p o l i c y  de­
c i s i o n s  and governmental i n c e n t i v e s  to  bus iness  l o c a t i o n .  This  concept  was 
h i g h l i g h t e d  by Ruttan and Wallace who note  t h a t ,  "The optium lo c a t i o n  i s
f r e q u e n t l y  detemined by a t r a n s a c t i o n  whose outcome i s  the  r e s u l t  o f  b a r g a in ­
er
ing between the  f irm and the  community."
9Governmental i n c e n t i v e s  need not  n e c e s s a r i l y  e n t a i l  e i t h e r  d i r e c t  
o r  i n d i r e c t  f i n a n c i a l  subs idy .  Technical  a s s i s t a n c e ,  in fo rm a t io n  d i s ­
s e m in a t io n ,  and e x p e d i t io n  of  th e  p e r m i t t i n g  process  a re  examples o f  
governmental a s s i s t a n c e  which do no t  invo lve  a t r a n s f e r  of  funds from the 
p u b l i c  t o  th e  p r i v a t e  s e c t o r .  On a more a e s t h e t i c  n o t e ,  W. H. Baldwin of  
t h e  S t a n le y  Works has i n d i c a t e d  t h a t ,  " I f  we were asked to  choose j u s t  one 
v i t a l  i n t a n g i b l e  community i n g r e d i e n t ,  we would s e l e c t  s t ro n g  community 
l e a d e r s h i p .  Outs tand ing  l e a d e r s h i p  i s  synonymous with  a w e l l -o rg a n iz e d  
community which has a l r e a d y  done some soul s ea rch in g ."^
U n fo r tu n a te ly  f o r  most lo ca l  governments,  many businessmen have lea rned  
t o  ex p ec t  i n c e n t i v e s  which invo lve  d i r e c t  s u b s id a t io n  by the  p u b l i c  s e c t o r .  
Such f i n a n c i a l  i n c e n t i v e s  as t ax  abatement ,  low i n t e r e s t  l o a n s ,  p ro v is io n  
of  i n f r a s t r u c t u r e ,  e t c .  can e f f e c t  th e  t iming and s c a l e  as well  as the  l o c a ­
t i o n  o f  inves tm en t .  The r a m i f i c a t i o n s  of  the  co n t in u in g  t r e n d  toward loca l  
government s u b s id a t io n  of  b u s in e s s  i s  c l e a r l y  i n d i c a t e d  in a "how-to" book 
f o r  e x e c u t i v e s ,  How to  S e l e c t  a Business  S i t e , by Jon E. Browning:
"D esp i te  ev idence  t h a t  s p e c i a l  inducements such as tax  
abatement and low c o s t  loans  p lay  only a l i m i t e d  r o le  
in  de te rm in ing  where b u s in es s  w i l l  move . . . the  s tag e  
has been s e t  f o r  a r i s i n g  s p i r a l  of  government s u b s id i e s  
as companies p lay  o f f  c i t y  a g a i n s t  c i t y  and s t a t e  a g a i n s t  
s t a t e  f o r  the  most advantageous  terms."®
Cannon has noted the  l o g i c a l  e f f e c t  on in d iv id u a l  u n i t s  of  government:
".  . . i t  appears  v i r t u a l l y  im poss ib le  f o r  one government to  a b s t a in  or
withdraw from i n d u s t r i a l  promotion i f  p a r a l l e l  governments a re  a c t i v e l y
g
pursu ing  i n c e n t i v e  p o l i c i e s . "
Consequent ly ,  lo ca l  governments must themselves  become a c t i v e  p a r t i c i ­
p an ts  in  th e  e n t r e p r e n e u r i a l  game. Compet i t ion f o r  the  a t t r a c t i o n  of  b u s i ­
ness  a c t i v i t y  l eads  t o  i n c re a se d  commitments of  p u b l i c  funds with  a r e s u l t a n t
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r i s e  in  p u b l i c  deb t  s e r v i c e .  In th e  s h o r t  r u n ,  in c re a se d  p u b l i c  debt  s e r ­
v ice  demands f u r t h e r  ex a c e rb a te  the  f i s c a l  crunch being exper ienced  by so 
many lo c a l  governments.
The f i n a l  c h a p te r  i s  y e t  to  be w r i t t e n  on the  success  of  th e se  i n c e n ­
t i v e s .  What i s  c e r t a i n  i s  t h a t  the  c o s t s  a re  enormous. In th e  w ide ly -  
h e ra ld ed  move by Volkswagon to  l o c a t e  an automobile  p l a n t  in  New S ta n to n ,  
P ennsy lvan ia ,  th e  c o s t  t o  th e  c i t y  and the  s t a t e  inc luded  a $10 m i l l i o n  
r a i l  s p u r ,  a $15 m i l l i o n  highway expans ion ,  a $40 m i l l i o n  d o l l a r  1 3 /4  per  
c e n t  long term lo a n ,  a $3 m i l l i o n  subs idy  to  t r a i n  Volkswagon w orkers ,  $6 
m i l l i o n  in loans  f o r  c o n s t r u c t i o n ,  a 95% p ro p e r ty  tax  abatement  f o r  the  
f i r s t  two y e a r s ,  and a 50% abatement f o r  the  nex t  t h r e e  y e a r s T h i s  i s ,  
o f  c o u r se ,  an extreme example, b u t  i t  i s  not a l l  t h a t  unusual .  The C i ty  of 
N or fo lk ,  V i r g i n i a ,  in  i t s  F isca l  Year 1982 C ap i ta l  Improvement Program i n ­
c luded  $45.5 m i l l i o n  in  s p e c i a l  economic development p r o j e c t s  on the  downtown 
w a t e r f r o n t . ^
These developments  have no t  been l o s t  on th e  b u s in e s s  community. Brown­
ing n o tes  t h a t  " th e  b a s i c  r u l e  when d e a l in g  with  the  p u b l ic  agenc ies  i s  Ask 
and you may r e c e i v e . '  Each s t a t e  has pub l i shed  g u i d e l in e s  f o r  what i t  w i l l  
and w i l l  n o t  p ro v id e ,  bu t  you should  no t  assume t h a t  th e se  r u le s  a re  c a s t  in 
i r o n .  The co m pe t i t ion  among th e  s t a t e s  i s  f i e r c e ,  t h e  same i s  t r u e  county to  
county and c i t y  to  c i t y . ^
In summation, l o c a t i o n  th e o ry  has evolved and matured to  in c lu d e  a 
r e c o g n i t i o n  o f  th e  m u l t i - v a r i a t e  n a tu r e  of  f a c t o r s  i n f lu e n c in g  bus iness  
l o c a t i o n .  Bus inesses  seek an optimal mix of  p r o f i t  maximizat ion and personal  
g r a t i f i c a t i o n .  In t h i s  c o n t e x t ,  loca l  governments a r e  faced with  the  c h a l ­
lenge o f  p o t ra y in g  t h e i r  l o c a l i t i e s  in  the  most p o s i t i v e  l i g h t  p o s s i b l e ,
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pro v id ing  th e  n ecessa ry  i n c e n t i v e s  to  n e g o t i a t e  agreem ents ,  w h i l e ,  a t  
th e  same t im e ,  s t a y in g  loyal  to  t h e i r  f i d u c i a r y  r e s p o n s i b i l i t i e s  by not 
g iv in g  away the  s t o r e .
FACTORS INFLUENCING LOCATION: THE SPECIFICS
As d i sc u s s e d  above,  a v a r i e t y  o f  f a c t o r s ,  many i n t e r d e p e n d e n t ,  i n f l u ­
ence th e  l o c a t i o n  o f  b u s in e s s  a c t i v i t y .  Before a s s e s s in g  th e  f in d in g s  of  
p a s t  surveys  on th e  r e l a t i v e  importance of  th e s e  f a c t o r s ,  i t  i s  d e s i r a b l e  
t o  b r i e f l y  d e s c r ib e  each of  th e  more common f a c t o r s .  In keeping with  the  
u n d e r ly in g  theme of  a p p l i c a b i l i t y  to  loca l  p u b l ic  p o l i c y ,  t h e s e  l o c a t i o n  
f a c t o r s  w i l l  be a s se s se d  to  determine which elements  of  each f a c t o r ,  i f  
any ,  a r e  wholly o r  p a r t i a l l y  under the  co n t ro l  of lo ca l  governments.
P rox im ity  t o  markets  and th e  s i z e  and growth o f  th e se  markets  r e p r e s e n t  
pr imary s t im u l i  to  economic development.  From th e  s t a n d p o in t  of  p u b l ic  
p o l i c y  development,  however, f a v o ra b le  market  c o n d i t io n s  must be cons ide red  
more a goal than a tool o f  lo ca l  economic development .  Market development 
i s  n e c e s s a r i l y  a long term p ro ce ss .  The c r e a t i o n  o f  a f a v o ra b le  bus iness  
c l im a te  can h e lp ,  as can a co n ce r ted  e f f o r t  t o  a t t r a c t  those  types  of  f irms 
f o r  which a loca l  market i s  p r e s e n t l y  being u n f i l l e d .  An assessm ent  of  what 
ty p es  and q u a n t i t i e s  o f  p roduc ts  a re  purchased from out  o f  town may prove 
b e n e f i c i a l  t o  a c i t y ' s  m arket ing  e f f o r t s .
A second common c o n s id e r a t i o n  in b u s in ess  l o c a t io n  i s  p rox im ity  to  raw 
m a t e r i a l s .  There i s  s t i l l  v a l i d i t y  to  the  no t ion  t h a t  m anufac tu re rs  and p ro ­
c e s so r s  o f  p roduc ts  which lo s e  c o n s id e ra b le  weight  dur ing  p ro cess in g  w i l l  
tend  t o  l o c a t e  nea r  the  source  of  raw m a t e r i a l s .  In such c a s e s ,  James Cannon 
has observed t h a t ,  " inves tm en t  by s p a t i a l l y - i m m o b i l e , r e so u rce -b ased  manufact-
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ur ing  i n d u s t r i e s  . . . could h a rd ly  be viewed as fundam enta l ly  dependent upon
13i n c e n t i v e  p o l i c y . "  Consequent ly ,  lo ca l  governments can ex p ec t  only l im i t e d  
in p u t  i n to  the  l o c a t i o n  d e c i s io n s  o f  re so u rc e -b a sed  f i r m s ,  excep t  in competi­
t i o n  with  o th e r  j u r i s d i c t i o n s  in c lo s e  phys ica l  p rox im i ty .
The a v a i l a b i l i t y  and q u a l i t y  o f  human re so u rc e s  in c lu d es  t h r e e  v a r i a ­
b l e s :  (1) th e  a v a i l a b i l i t y  of  l a b o r  with  a p p r o p r i a t e  s k i l l  l e v e l s ,  (2) l abo r
c o s t s ,  and (3) a v a i l a b i l i t y  o f  worker  t r a i n i n g .  Of th e s e  e le m e n ts ,  the  f i r s t  
two a re  l a r g e l y  beyond the  c o n t ro l  o f  loca l  government.  Each l o c a l i t y  must 
s t r i v e  to  market  the  unique a s p e c t s  of  i t s  own lab o r  market  th e  way Corpus 
C h r i s t i  promotes i t s  " l a r g e  pool of  female labor"  or  th e  S t a t e  o f  Arizona
promotes th e  w o r l d ' s  l a r g e s t  Ind ian  r e s e r v a t i o n ,  a " v i r t u a l l y  untapped la b o r  
14s o u rc e . "  Large communities can o f te n  market  a l a r g e  supply  of  t r a i n e d
manager ia l  t a l e n t  and s p e c i a l i z e d  t e c h n ic a l  s k i l l s .
One a rea  o f  human r e so u rce  development in which l o c a l i t i e s  can have
major  in p u t  i s  in th e  t r a i n i n g  o f  p r o s p e c t iv e  employees. South Caro l ina
has o p e ra te d  a program o f  f r e e  t e c h n ic a l  t r a i n i n g  to  p r o s p e c t iv e  employees
which has ,  s in c e  1962, t r a i n e d  59,000 i n d i v i d u a l s ,  o r  about  15 per  c e n t  of
South C a r o l i n a ' s  m anufac tur ing  work f o r c e ^ U n d e r  i t s  P r o t r a i n  Program,
th e  S t a t e  of  Texas w i l l  p rov ide  a l l  th e  b u i l d i n g s ,  equipment and te a c h e r s
nec e s sa ry  f o r  a t r a i n i n g  program, and w i l l  even pay to  h i r e  th e  company's
1own i n s t r u c t o r s  t o  t r a i n  p r o s p e c t iv e  employees.
An in n o v a t iv e  approach t o  manpower t r a i n i n g  invo lves  th e  Maritime T r a i n ­
ing Cen te r  in N or fo lk ,  V i r g in i a .  This  c e n t e r  was e s t a b l i s h e d  through a consor ­
tium o f  t h i r t e e n  a rea  sh ip y a rd s  t o  t r a i n  d isadvan taged  i n d i v i d u a l s  f o r  s h i p ­
y a rd  work. Although s u b j e c t  to  th e  r i s i n g  and f a l l i n g  f o r tu n e s  o f  the  sh ip  
r e p a i r  i n d u s t r y ,  t h i s  program has n o n e th e le s s  become a model f o r  p u b l i c - p r i ­
v a te  manpower t r a i n i n g .
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U n io n iza t io n  has been blamed, in p a r t ,  f o r  the  m ig ra t io n  o f  b u s in ess  
to  th e  South.  There appears  to  be a s t ro n g  c o r r e l a t i o n  between a s t a t e ' s  
l ev e l  o f  u n io n iz a t io n  and i t s  job growth r a t e .  As noted  by Goodman, "be­
tween 1970 and 1978, those  s t a t e s  w i th  l e s s  than twenty p e rc e n t  o f  t h e i r  
work f o rc e  un ion ized  averaged a job  growth r a t e  of  a lmost  f o r t y  p e r c e n t .
On th e  o t h e r  hand, those  s t a t e s  with  more than twenty p e r c e n t  of  t h e i r  
work fo rc e  un ion ized  averaged a job  growth r a t e  o f  twenty t h r e e  p e r c e n t  over  
th e  same p e r io d .
I t  i s  a p p a ren t  t h a t  lo c a l  governments have v i r t u a l l y  no co n t ro l  over  
u n i o n i z a t i o n .  L o c a l i t i e s  may lobby s t a t e  l e g i s l a t u r e s  f o r  a n t i - u n i o n  l e g i s ­
l a t i o n ,  bu t  t h i s  path  i s  f r a u g h t  w ith  p o l i t i c a l  p e r i l .  Another  r e so u rce  i s  
to  a d v e r t i s e  a low le v e l  of  u n io n iz a t io n  where i t  e x i t s  and to  downplay s i t u a ­
t i o n s  where u n i o n i z a t i o n  i s  h igh .  The S u n b e l t ,  in p a r t i c u l a r ,  has taken  g r e a t  
pa ins  to  c a p i t a l i z e  on the  "Right  to  Work" s t a t u s  o f  i t s  member s t a t e s .
Land and phys ica l  p l a n t  f a c t o r s  c e n t e r  on two key v a r i a b l e s ;  s i t e  and 
b u i ld in g  a v a i l a b i l i t y  and c o s t .  High urban land p r i c e s  and an h i s t o r i c a l  
t r e n d  toward i n d u s t r i a l  p ro c e ss in g  on one l ev e l  have i n c r e a s i n g l y  d isad v a n ­
taged urban c e n t e r s  to  th e  b e n e f i t  o f  suburban and r u r a l  l o c a t i o n s .  This 
s i t u a t i o n  i s  somewhat o f f s e t  by the  massive  c o s t s  o f  p l a n t  r e l o c a t i o n .  In 
a d d i t i o n ,  some improvement may r e s u l t  from f e d e r a l  income tax  c r e d i t s  made 
a v a i l a b l e  f o r  the  r e h a b i l i t a t i o n  o f  commercial and i n d u s t r i a l  s t r u c t u r e s  t h a t  
a re  over  30 y e a r s  o f  age.  However, the  t r e n d  in  i n d u s t r i a l  l o c a t i o n  i s  s t i l l  
toward d e c e n t r a l i z a t i o n .  Urban c e n te r s  w i l l  f a r e  much b e t t e r  in  the  q u e s t  f o r  
o f f i c e  and s e r v i c e - r e l a t e d  b u s in es s  inves tm en t .
Local governments can p lay  a r o l e  in b u s i n e s s ' s  sea rch  f o r  land and 
b u i ld in g s  through maintenance o f  u p - to - d a t e  s i t e  i n v e n t o r i e s ,  s i t e  assembly
a s s i s t a n c e ,  the  development  o f  i n d u s t r i a l  and commerce parks with the  n ec e s ­
s a ry  i n f r a s t r u c t u r e ,  th e  power o f  condemnation,  and the  l e a s in g  o f  m u n ic ip a l ly -  
owned f a c i l i t i e s .
The importance o f  t r a n s p o r t a t i o n  c o s t s  v a r i e s  g r e a t l y  a c ro ss  d i f f e r e n t
types  o f  b u s in e s s .  G. B. N o r c l i f f e  has noted t h a t ,  " . . .  the  expansion of
l i g h t  i n d u s t r i e s  may be a s s o c i a t e d  with  a d e c l in e  in th e  i n f lu e n c e  of  t r a n s -
18p o r t a t i o n  c o s t s  on a c t i v i t y  l o c a t i o n . "  This  i s  no t  t o  s u g g e s t ,  however,
t h a t  t r a n s p o r t a t i o n  c o s t s  can be ignored .  In f a c t ,  A l f red  E ichner  contends
t h a t ,  "once th e  p r i o r  c o n d i t i o n s  of  economic growth have been met,  the  s in g l e
most im por tan t  s t e p  th e  government of  a reg ion  can take  to  a t t r a c t  o u t s id e
c a p i t a l  in  th e  development  of  r e so u rc e s  i s  to  p rov ide  th e  inves tm ent  in
t r a n s p o r t a t i o n  f a c i l i t i e s  needed to  complement p r i v a t e  inves tm ent  in  more
19d i r e c t l y  p ro d u c t iv e  a c t i v i t i e s . "
As r a i l r o a d s  have d e c l in e d  in im por tance ,  a i r p o r t s  and p a r t i c u l a r l y  i n t e r ­
s t a t e  highways have gained in importance and usage.  Water-borne t r a n s p o r t a t i o n  
m a in ta in s  a t r a d i t i o n a l  r o l e  in th e  movement of  bulk  cargo and in i n t e r n a t i o n a l  
t r a d e .
Due to  the  ex t rem ely  high c o s t s  involved in  upgrading t r a n s p o r t a t i o n
f a c i l i t i e s  and the  lead  r o l e  t r a d i t i o n a l l y  played by the  s t a t e  in t h i s  a r e a ,
t r a n s p o r t a t i o n  needs a re  l e s s  l i k e l y  to  be met by loca l  governments than by
o t h e r  l e v e l s  o f  government.
The a v a i l a b i l i t y  and c o s t  o f  c a p i t a l  i s  a key c o n s id e r a t i o n  in a l l  p r e se n t
r e a l  e s t a t e  t r a n s a c t i o n s .  In 1956, Greenhut s t a t e d  t h a t ,  " c a p i t a l  i s  r a r e l y ,
i f  e v e r ,  a governing l o c a t i n g  fo rc e  in  the  d e c i s io n s  o f  th e  l a r g e r  companies .
th e  l o a n - c a p i t a l  f a c t o r  t h e r e f o r e  remains o f  l i t t l e  f o r c e ,  ex cep t  where excep-
20t i o n a l l y  good c o n t a c t s  w i th  banks a re  p r e - e x i s t i n g . "  This  s t a t e m e n t ,  however
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was made in 1956 when i n t e r e s t  r a t e s  h i s t o r i c a l l y  had hovered in the  t h r e e  
t o  f i v e  p e r c e n t  range.  Given th e  tremendous upward su rge  in r a t e s  in the  
p a s t  two decades ,  the  c o s t  of  c a p i t a l  has become as im p o r tan t  o f  a c o n s id e ra ­
t i o n  as a v a i l a b i l i t y .
No lo n g e r  a re  banks th e  s o l e  source  of  major  b u s in ess  f i n a n c i n g .  I n s u r ­
ance companies,  pension fu n d s ,  v en tu re  c a p i t a l i s t s ,  and f e d e r a l ,  s t a t e  and 
l o c a l  governments have a l l  j o i n e d  th e  f i e l d  o f  p o t e n t i a l  f i n a n c i e r s .  Govern­
m ent-prov ided  f in a n c in g  g e n e r a l l y  takes  one o f  two forms: I n d u s t r i a l  Develop­
ment Bond (IDB) f i n a n c i n g ,  and l o w - i n t e r e s t ,  secondary  p o s i t i o n  d i r e c t  f i n a n c ­
ing .
U n fo r tu n a te ly  f o r  l o c a l i t i e s ,  IDB f in a n c in g  has s u f f e r e d  as a r e s u l t  o f  
r e c e n t  f e d e r a l  l e g i s l a t i o n .  The Tax Equi ty  and F i sc a l  R e s p o n s ib i l i t y  Act of  
1983 se rved  to  l i m i t  IDB usage f o r  c e r t a i n  types  o f  p r o j e c t s  and p laced  a 
s u n s e t  p r o v is io n  on the  program. The 1984 D e f i c i t  Reduction Act f u r t h e r  
imposed one hundred f i f t y  d o l l a r  p e r  c a p i t a  l i m i t a t i o n  on th e  i s su an ce  o f  
IDBs in each s t a t e ,  w i th  f i f t y  p e r c e n t  of  t h a t  t o t a l  a l l o c a t e d  to  the  l o c a l i ­
t i e s  on the  b a s i s  o f  p o p u la t io n .
D i r e c t  government loans  a re  an o th e r  form o f  c a p i t a l  p r o v i s i o n ,  however, 
l i m i t e d  r e so u r c e s  and r e s t r i c t i v e  s t a t e  l e g i s l a t i o n  o f te n  l i m i t  t h e i r  a v a i l a ­
b i l i t y  to  f e d e r a l  programs such as th e  Urban Development Action Grant  Program 
and the  Small Business  A d m i n i s t r a t i o n ' s  503 C e r t i f i e d  Development Company p ro ­
gram. G r e a t e r  l e v e rag e  o f  loca l  funds can be r e a l i z e d  through the  p ro v is io n  
o f  loan g u a ra n te e s  and i n t e r e s t  r a t e  wr i te -dow ns .
In summation, lo c a l  government can now have a marginal  impact on both 
the  a v a i l a b i l i t y  and th e  c o s t  o f  c a p i t a l .  This  impact i s  l i m i t e d ,  however, 
in t h a t  a v a i l a b l e  r e so u rce s  a r e  s e v e r e l y  r e s t r i c t e d  and t h a t  pu rchase rs  
must s t i l l  be secured  f o r  I n d u s t r i a l  Development Bonds. The d i r e c t  r o le
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o f  lo ca l  government f in a n c in g  i s  l a r g e l y  t h a t  o f  p rov id ing  l o w - i n t e r e s t  
second o r  t h i r d  p o s i t i o n  f in a n c in g .
The a v a i l a b i l i t y ,  c o s t  and q u a l i t y  o f  p u b l i c  u t i l i t y  s e r v i c e  v a r i e s  
s u b s t a n t i a l l y  between r e g io n s .  A v a i l a b i l i t y  o f  e l e c t r i c a l  s e r v i c e ,  f o r  
example, may be l i m i t e d  dur ing  p e r io d s  of  peak usage.  Costs vary not  only 
a c r o s s  type o f  u t i l i t y  ( g a s ,  e l e c t r i c ,  e t c . )  bu t  by u t i l i t y  company, as 
w e l l .  Energy c o s t s  a re  p a r t i c u l a r l y  c r i t i c a l  to  such i n d u s t r i e s  as m e t a l s ,  
p e t r o c h e m ic a l s ,  paper  and cement. Such energy c o s t s  can l o g i c a l l y  be ex ­
p ec ted  t o  i n c r e a s e  in  importance as d e p l e t i o n  of  the  e a r t h ' s  r e so u rc e s  
c o n t in u e s .
U t i l i t i e s  a re  g e n e r a l l y  not  c o n t r o l l e d  by loca l  government.  Regula t ion  
o f  u t i l i t i e s  i s  a s t a t e  f u n c t io n .  T h e re fo re ,  loca l  co n t ro l  over  t h i s  l o c a t i o n  
f a c t o r  i s  q u i t e  l i m i t e d .
The c a t c h - a l l  p h ra se ,  Q u a l i ty  of  L i f e ,  i s  used to  denote  the  q u a l i t y  (both  
p e rc e iv e d  and r e a l )  of  community c o n d i t io n s  such as soc io-econom ic ,  c u l t u r a l ,  
e d u c a t i o n a l ,  r e c r e a t i o n a l ,  and medica l .  Also inc luded  would be the  a v a i l a ­
b i l i t y  of  s u i t a b l e  a f f o r d a b l e  housing f o r  management and lab o r .  Q u a l i ty  of 
l i f e  m e r i t s  c o n s id e ra b l e  a t t e n t i o n  as noted  by Browning: "During th e  f i r s t
s i x  y e a r s  of  th e  1970s, s even ty  t h r e e  (a lm os t  f i f t e e n  per  cen t )  of  the
Fortune 500 companies moved t h e i r  h e a d q u a r t e r s .  The most f r e q u e n t  reason
21s t a t e d  was th e  d e c l in e  o f  th e  c i t i e s . "
Q u a l i ty  o f  l i f e  i s  one a rea  in which l o c a l i t i e s  can p lay  a lead  r o l e .
By working with  and c o u r t in g  c i v i c  l e a g u e s ,  c u l t u r a l  o r g a n i z a t i o n s ,  f r a t e r n a l  
g roups ,  p h i l a n t h r o p i c  f o u n d a t io n s ,  and p r o fe s s io n a l  groups .  Local government 
can make a s i g n i f i c a n t  c o n t r i b u t i o n  to  the  enhancement o f  the  l i v i n g  e n v i ro n ­
ment in  th e  community. D i r e c t  a s s i s t a n c e  i s ,  o f  c o u r s e ,  an o th e r  means of 
s u p p o r t ,  b u t  i t  does no t  come cheap ly .  In the  h i e r a r c h y  of  urban needs ,  
q u a l i t y  o f  l i f e  must o f te n  p lay  second f i d d l e  to  the  more b a s ic  s e r v i c e s .
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There a re  e s s e n t i a l l y  two a rea s  of  focus in b u s i n e s s ' s  p e r ce p t io n  of  
lo c a l  p e r m i t t i n g  and zoning p r o c e s s e s :  degree of  r e s t r i c t i v e n e s s  and time
de lays  in  p ro c e ss in g .
R e s t r i c t i o n s  p laced  on the  l o c a t io n  of  b u s in es s  a c t i v i t y ,  s t a t e  and 
lo ca l  c o n s t r u c t i o n  codes ,  and the  g ra n t in g  of  land use perm its  a r e  o f ten  
c i t e d  as  causes  of  f r u s t r a t i o n  by b u s in ess  p r o s p e c t s .  O s te n s ib ly  c re a te d  
t o  p r o t e c t  r e s i d e n t i a l  neighborhoods and manage growth,  zoning o rd inances  
a r e  o f te n  worded vaguely enough to  al low c o n s id e ra b le  l a t i t u d e  in  i n t e r ­
p r e t a t i o n .
With th e  i n c r e a se d  emphasis on co n se rv a t io n  and planned growth which 
has developed in  th e  p a s t  few decades has come a v e r i t a b l e  exp lo s io n  in the  
number o f  r e q u i r e d  p e r m i t s ,  l i c e n s e s  and ap p ro v a l s .  Sign o rd in a n c e s ,  des ign  
review commit tees ,  and park ing  l o t  r e s t r i c t i o n s  a re  bu t  a few of  th e  r e g u l a ­
t o r y  t o o l s  r e c e n t l y  enac ted  by l o c a l i t i e s .  The p l e t h o r a  of  l a y e r s  involved
t
in  th e  p e r m i t t i n g  p rocess  a c t s  as a d i s i n c e n t i v e  to  development in  t h a t  r e ­
s u l t a n t  t ime de lays  t r a n s l a t e  i n t o  h ig h e r  c o n s t r u c t i o n  and f in a n c in g  c o s t s .
In a d d i t i o n  many c o s t s  such as a p p r a i s a l s ,  e n g in e e r in g  and a r c h i t e c t u r a l  work 
must be f ro n t - e n d e d  by the  d ev e lo p e r ,  o f ten  b e fo re  perm its  may even be sought.  
Consequent ly ,  u n c e r t a i n t y  in  the  p e rm i t t in g  p rocess  g r e a t l y  i n c r e a s e s  the  
a l r e a d y  high f i n a n c i a l  r i s k s  of  development .
Local governments can p lay  a s i g n i f i c a n t  r o l e  in  a l l e v i a t i n g  th e se  p ro ­
blems by s t r e a m l in in g  the  p e r m i t t i n g  p ro c e s s .  However, l i t t l e  co n t ro l  can be 
e x e r c i s e d  over  de lays  caused by s t a t e  o r  f ed e ra l  r e g u l a t o r y  requ i rem en ts .
The p r o v i s io n  of  municipal  s e r v i c e s  e n t a i l s  both the  t r a d i t i o n a l  i n f r a ­
s t r u c t u r e  e lements  such as ro ad s ,  sew ers ,  wa te r  and l i g h t i n g ,  as  well  as the 
s e r v i c e - o r i e n t e d  f u n c t io n s  o f  p o l i c e  and f i r e  p r o t e c t i o n .  In a d d i t i o n  to  th e se
18
e s s e n t i a l  s e r v i c e s ,  many ag g re s s iv e  communities a re  p rov id ing  sp e c ia l  s e r ­
v ic e s  des igned  p r im a r i l y  to  a t t r a c t  growth. One of  th e  most popu la r  i s  the  
p r o v i s io n  o f  parking f a c i l i t i e s ,  p a r t i c u l a r l y  in  downtown a r e a s .  A more inno­
v a t i v e  example i s  the  C i ty  of  T ren to n ,  New J e r s e y  which i s  in c lu d in g  an i n t e -
22g r a te d  community energy system in  i t s  downtown renewal p l a n . "
L o c a l i t i e s  have c o n s id e ra b l e  d i s c r e t i o n ,  not  only in  th e  l eve l  of  m unic i­
pal s e r v i c e s  o f f e r e d ,  but  in  th e  method o f  f in a n c in g  th e se  s e r v i c e s  as w e l l .
Such s e r v i c e s  may be f in an ced  through genera l  l e v i e s ,  th e  c r e a t i o n  of  spec ia l  
t ax  d i s t r i c t s ,  an d /o r  s p e c i a l -p u r p o s e  j u r i s d i c t i o n s  and u s e r  f e e s .  Each of 
t h e s e  f in a n c in g  mechanisms invo lves  a d i f f e r e n t  burden on th e  b u s in es s  community.
A community's tax  c l im a te  i s  de termined both by tax r a t e s  and i n c e n t i v e s .  
Local t ax es  a r e  o f te n  c i t e d  as key de te rm in a n ts  to  l o c a t i o n ,  however, the  e v i ­
dence i s  n o t  unanimous in  su ppor t  o f  t h i s  c la im .  Corn ia ,  T es ta  and S tocker  
have observed t h a t ,  " . . .  most s t a t i s t i c a l  comparisons of  i n t e r - r e g i o n a l
growth f a i l  t o  su p p o r t  th e  hypo thes is  t h a t  low tax  r a t e s  r e s u l t  in  economic 
23growth ."  This  v iewpoin t  i s  supported  by William Beaman in  a 1969 s tudy 
p u b l i sh ed  by the  Urban Land I n s t i t u t e  and by a s tudy of  25 m e t ro p o l i t a n  a reas  
in  Michigan conducted by Sharon Levin.
The Westinghouse C orpora t ion  noted the  fo l low ing  concern ing  th e  r o le  of 
t a x e s :
"While th e  c o s t  o f  t a x e s  i s  im p o r ta n t ,  i t  should  be c l e a r l y  
unders tood  t h a t  t h i s  i s  not th e  primary c o n s id e r a t i o n  in  
s e l e c t i n g  a p l a n t  l o c a t i o n .  Only a f t e r  a number o f  s i t e s  
f a v o ra b le  from o th e r  s t a n d p o in t s  a re  chosen does the  m a t t e r  
of  t ax e s  r e c e iv e  s e r i o u s  s tu d y .  But an un favorab le  tax  
p i c t u r e  can d e f i n a t e l y  sway the  ba lance  between two s i t e s  
comparable in  most o t h e r  r e s p e c t s . "
M. L. Greenhut has reached the  same conc lus ion  reg a rd in g  s p e c ia l  tax
i n c e n t i v e s :  " .  . . i t  would seem t h a t  tax  i n c e n t iv e s  a re  a t  b e s t  a secondary
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f a c t o r  of  l o c a t i o n .  However, the  tax  i n c e n t i v e  may induce a s p e c i f i c  l o c a ­
t i o n  w i th in  th e  a rea  d e f in e d  by the  b a s ic  f a c t o r . T h i s  co n c lu s io n  i s  f u r ­
t h e r  suppor ted  by Corn ia ,  Tes ta  and S to c k e r :
"In  th e  f i n a l  s t a g e  o f  the  d e c i s io n  p r o c e s s ,  when th e  b a s ic  
cho ice  b o i l s  down to  f in d in g  a s p e c i f i c  s i t e  w i th in  a given 
s t a t e  o r  SMSA, t a x  and f i s c a l  concess ions  may prove very i n ­
f l u e n t i a l . " 26
Taxes a r e ,  o f  c o u r s e ,  d i r e c t l y  under the  co n t ro l  of  th o se  j u r i s d i c t i o n s  
which levy them. This  does no t  mean, however, t h a t  r a i s i n g  t ax es  i s  a 
f e a s i b l e  p o l i t i c a l  a l t e r n a t i v e  or  t h a t  lowering taxes  i s  a f e a s i b l e  f i n a n c i a l  
a l t e r n a t i  ve.
THE RESULTS OF PAST SURVEYS AND STUDIES
P r i o r  to  proceeding  with  th e  development o f  a s p e c i f i c  methodology with 
which to  t e s t  t h e  h y p o th es i s  s t a t e d  e a r l i e r ,  i t  i s  im p era t iv e  to  a s s e s s  the  
r e s u l t s  o f  p a s t  s t u d i e s  concern ing  th e  r e l a t i v e  importance of  l o c a t i o n  f a c ­
t o r s .  The s t u d i e s  c i t e d  below do no t  r e p r e s e n t  a l l  of  the  p a s t  r e se a r c h  on 
t h i s  s u b j e c t ,  bu t  r a t h e r  a c ro s s  s e c t i o n  of  p r i o r  a n a l y s i s  from th e  1950s to  
th e  1980s. The s t u d i e s  were chosen f o r  t h e i r  comprehensiveness and t h e i r  
geograph ic  d i s p e r s i o n .
A very comprehensive work t h a t  spans  t h r e e  decades i s  W. E. Morgan's
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Taxes and th e  Locat ion  o f  I n d u s t r y . This  i s  a review and summary of  
tw e n ty - fo u r  su rveys  from a l l  s e c t i o n s  o f  the  n a t io n .  These s t u d i e s  u s u a l ly  
in c lu d e d  a p redeterm ined  l i s t  o f  l o c a t i o n  f a c t o r s  which b u s in e s s  ex e c u t iv e s  
were asked to  a s s e s s  as t o  t h e i r  r e l a t i v e  importance .  The fo l low ing  i s  a 
b r i e f  overview of  the  r e s u l t s  o f  s ev e ra l  of  th e se  s t u d i e s .
A s tu d y ,  conducted by th e  U n iv e r s i t y  of  Colorado,  q ue r ied  693 manu­
f a c t u r e r s  who e s t a b l i s h e d  p l a n t s  in  the  S t a t e  of  Colorado between 1948 and 
1957. Respondents were asked to  c a t e g o r i z e  t h i r t y  s e l e c t e d  f a c t o r s  as having
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" s t ro n g  i n f l u e n c e " ,  "some i n f l u e n c e " ,  or  "no i n f lu e n c e "  in t h e i r  s e l e c t i o n  
of  a p l a n t  l o c a t i o n .  The t h r e e  most i n f l u e n t i a l  f a c t o r s  c i t e d  by the  re spon­
d en ts  were a v a i l a b i l i t y  of  m arke ts ,  a v a i l a b i l i t y  of  f u t u r e  m a rk e ts ,  and over ­
a l l  growth of  th e  s t a t e  or  r eg ion .  Less than seven p e rc e n t  of  th e  responden ts
p laced  any importance on th e  a v a i l a b i l i t y  of  community s u b s i d i e s ,  o f  which
28only two p e r c e n t  s a id  such s u b s i d i e s  had a " s t ro n g  i n f l u e n c e . "
Also in c lu d e d  i s  Morgan's work was a survey of  201 manufac tur ing  f i rm s  
which e s t a b l i s h e d  p l a n t s  in  Maryland between 1946 and 1951. From a cho ice  
o f  twenty one l o c a t i o n  f a c t o r s ,  r e sponden ts  ranked as th e  most im por tan t  
l a b o r  a v a i l a b i l i t y ,  a v a i l a b i l i t y  o f  m a rk e ts ,  and a v a i l a b l e  f a c t o r y  b u i l d i n g s .  
F in an c ia l  a i d  from th e  s t a t e  or  l o c a l i t y  was mentioned by only f i v e  of  the  
201 re sp o n d en ts .  Th is  s tudy  concluded t h a t  i n d u s t r i a l  development can b e s t  
be achieved through th e  use of  r e so u rc e s  and s k i l l s  a l r e a d y  in  the  s t a t e  
r a t h e r  than  on th e  a t t r a c t i o n  of  new f i rm s  from o th e r  s t a t e s .  I t  was d e t e r ­
mined t h a t  e s t a b l i s h m e n t s  which r e l o c a t e d  from o th e r  s t a t e s  su p p l ie d  a minor 
p o r t i o n  o f  th e  new employment in  the  s t a t e .
A s tu d y  conducted  by Rutgers  U n i v e r s i t y ,  surveyed 242 f irms which moved 
o r  expanded o p e r a t io n s  w i th in  the  S t a t e  of  New J e r s e y  between 1954 and 1956. 
Only twelve f a c t o r s  were o f f e r e d ,  o f  which t r a n s p o r t a t i o n  f a c i l i t i e s  and 
market  a v a i l a b i l i t y  c o n s i s t e n t l y  ranked th e  h i g h e s t .  "Reasonable s t a t e  and 
lo c a l  t a x e s "  ranked t h i r d  in  t h i s  s tu d y .  S u b s id ie s  were not l i s t e d  on the  
mail q u e s t i o n n a i r e ,  bu t  the  persona l  i n t e rv ie w s  which were conducted i n d i c a t e d  
t h a t  s t a t e  or  l o c a l  s u b s i d i e s  were of  l i t t l e  importance.
A f o u r t h  s tudy  surveyed 215 m anufac tu re rs  concerning th e  r e l a t i v e  impor­
tance  o f  tw e n ty - fo u r  b u s in e s s  l o c a t i o n  f a c t o r s .  Respondents were asked to  
i n d i c a t e  whether  each f a c t o r  was of  "major im por tance" ,  "secondary im por tance" ,
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or " n e g l i g i b l e  im portance" .  S u r p r i s i n g l y ,  the  s i n g l e  most im por tan t  f a c ­
t o r  l i s t e d  was th e  work a t t i t u d e s  of  i n d iv id u a l  w orkers ,  fo l lowed  by the 
a v a i l a b i l i t y  o f  t ru c k  t r a n s p o r t a t i o n  s e r v i c e s ,  and the  p rox im ity  o f  major  
m arkets .  I t  i s  i n t e r e s t i n g  t h a t  such a s u b j e c t i v e  f a c t o r  as worker a t t i ­
tudes  would rank so h i g h l y ,  p a r t i c u l a r l y  in  l i g h t  o f  th e  f a c t  t h a t  t h i s  
f a c t o r  would be one of  the  most d i f f i c u l t  to  guage by a f i rm  t r y i n g  to  
dec ide  among competing l o c a t i o n s .  W. E. Morgan o f f e r e d  the  fo l lowing  
e x p la n a t io n :
" I t  appears  t h a t  a l a r g e  p a r t  o f  the  sample c o n s i s t e d  of
small i n d u s t r i e s  t h a t  were developed by Minnesota p eo p le ,
r e q u i r i n g  mainly u n s k i l l e d  w orkers .  This  would account
f o r  the  f a c t  t h a t  work a t t i t u d e s  o f  in d iv id u a l  workers 
was the  most im por tan t  l o c a t i o n  f a c t o r . "29
John L. G r i f f i n ,  surveyed 309 m anufac tu re rs  in the  New York m e t ro p o l i t a n  
a r e a .  Of t h i r t y  f a c t o r s  from which to  choose,  re sponden ts  l i s t e d  access  to  
m ark e t s ,  f a c t o r y  b u i ld in g  a v a i l a b i l i t y ,  and room f o r  expansion as the  most 
s i g n i f i c a n t .  In an i n t e r e s t i n g  v a r i a t i o n  in methodology, the  most s i g n i f i c a n t  
"un favorab le"  l o c a t i o n  f a c t o r s  were municipal  t a x e s ,  wage l e v e l s ,  and " taxes  
in g e n e r a l " .  "Local promotion o f  i n d u s t r y  with  one excep t io n  was cons ide red  
to  be a r e l a t i v e l y  un im por tan t  f a c t o r  by those  few f i rm s  which l i s t e d  same 
as a f a c to r . " '* 0
In a genera l  overview of  a l l  twenty fo u r  surveys  c i t e d  in h i s  work,
Morgan noted t h a t  the  most im por tan t  l o c a t i o n  f a c t o r s  were: m ark e t s ,  l a b o r
a v a i l a b i l i t y  and c o s t ,  raw m a t e r i a l s ,  and t r a n s p o r t a t i o n  f a c i l i t i e s .  Taxes 
and f i n a n c i a l  inducements  were c ons ide red  l e a s t  im p o r ta n t .  However, as can 
be determined from th e  New York and New J e r s e y  s t u d i e s  c i t e d  above,  taxes  
assumed a g r e a t e r  degree  o f  importance in high tax  a r e a s .  This  was f u r t h e r  
borne ou t  by Morgan in s t u d i e s  c i t e d  from Wisconsin and Michigan ,  a l s o  t r a d i -
t i o n a l l y  high tax  s t a t e s .
The genera l  r e s u l t s  of  Morgan's r e se a rch  i s  embodied in  th e  fo l low ing  
q u o ta t i o n :
"Many businessmen were not  impressed by the  lo ca l  concess ions  
o f f e r e d  because they  accounted f o r  only a small p o r t i o n  of  
t o t a l  p l a n t  c o s t .  On th e  o th e r  hand, many b u s in e s se s  
accep ted  loca l  concess ions  . . . While few m anufac tu re rs  
lo c a te d  a p l a n t  p r im a r i l y  to  o b ta in  tax  c o n c e s s io n s ,  most 
of  th e  f i rm s  a p p l i e d  f o r  and rece ived  tax  concess ions  in 
th e  s t a t e s  where they  were o f f e r e d . " 31
In 1972, the  Economic Behavior Program conducted a survey of  173 
i n d u s t r i a l  p l a n t s  in  the  c i t i e s  o f  D e t r o i t ,  Chicago and A t l a n t a .  H igh- leve l  
management was asked to  a s s e s s  th e  v a r ious  a s p e c t s  of  p l a n t  l o c a t i o n  i n c l u d ­
ing th e  advantages  of  c u r r e n t  l o c a t i o n s .  Perhaps most t e l l i n g  were the  r e ­
sponses  t o  th e  q u e s t io n :  "There i s  a l i s t  of  tw en ty - fo u r  f a c t o r s  regard ing
l o c a t i o n  f o r  a p l a n t  o f  t h i s  kind.  What would be the  f i v e  th in g s  you would 
reg a rd  as  most im por tan t?"  Based on the  pe rcen tage  of  t imes each f a c t o r  was 
ment ioned ,  th e  h ig h e s t  ranking  f a c t o r s  were t r a n s p o r t a t i o n ,  wage r a t e s ,  a v a i l a
b i l i t y  of  s k i l l e d  w orkers ,  s t a t e  and loca l  taxes  on b u s in e s s ,  and d i s t a n c e  to  
32c u s to m e r s .
Of p a r t i c u l a r  r e lev an ce  to  t h i s  s tu d y ,  r e sponden ts  in t h i s  1972 s tudy 
were a l s o  asked th e  fo l low ing  q u e s t i o n :  "In l o c a t i n g  a p l a n t  some people
nowadays f e e l  t h a t  such th in g s  as good community r e l a t i o n s ,  f a v o ra b le  in d u s ­
t r i a l  c l i m a t e ,  good s c h o o l s ,  o r  adequate  r e c r e a t i o n  f a c i l i t i e s  a re  more im­
p o r t a n t  than  d i s t a n c e  t o  markets  or  m a t e r i a l s .  For l o c a t i n g  a p l a n t  of  t h i s  
k in d ,  do you c o n s id e r  th e  community f a c t o r s  as more im p o r t a n t ,  o f  equal im­
p o r t a n c e ,  o r  l e s s  im por tan t  than  th e  d i s t a n c e  to  markets  or  m a t e r i a l s ? "  In 
th e  com posi te ,  r e sponses  were spreaded q u i t e  even ly  with  t h i r t y  s ix  p e rce n t  
of  th e  re sponden ts  l i s t i n g  community f a c t o r s  as more im p o r ta n t ,  t h i r t y  e i g h t  
p e r c e n t  l i s t i n g  community f a c t o r s  as l e s s  im p o r ta n t ,  and twenty s ix  p e rc en t
23
s t a t i n g  t h a t  community f a c t o r s  were o f  equal importance as d i s t a n c e  to  markets  
and m a t e r i a l s .  I t  i s  i n t e r e s t i n g  to  n o t e ,  however, t h a t  in  A t l a n t a ,  which 
was p e rce ived  as having a r e l a t i v e l y  good q u a l i t y  o f  l i f e  ( a t  l e a s t  in the  
e a r l y  1970s) f i f t y  f i v e  p e rc e n t  o f  th e  respondents  l i s t e d  community f a c t o r s  
as more im p o r tan t .  On the  o th e r  hand, in th e  Ci ty  o f  D e t r o i t ,  which has 
more than i t s  sh a re  of  image problems,  only twenty p e rc e n t  o f  th e  respondents  
l i s t e d  community f a c t o r s  as more im p o r tan t .
In 1978, Corn ia ,  Tes ta  and S tocke r  p re sen te d  the  r e s u l t s  o f  a very 
thorough r e sea rc h  e f f o r t  to  th e  Academy f o r  Contemporary Problems. E n t i t l e d  
S ta te -L o c a l  F i sca l  I n c e n t i v e s , th e  s tudy  b u i l t  upon a number o f  works from 
the  1955-1977 p e r io d .  I t  c o n s id e red  a range of  a v a i l a b l e  s t a t e  and loca l  
i n c e n t i v e s  in c lu d in g  tax  c l i m a t e ,  d e l i b e r a t e  tax  c o n ce s s io n s ,  i n d u s t r i a l  
development bonds, and s p e c i a l  s e r v i c e s  such as p ro v is io n  of  u t i l i t i e s ,  a l l o ­
c a t i o n  o f  manpower t r a i n i n g  r e s o u r c e s ,  and sp e c ia l  zoning p o l i c i e s .  C orn ia ,  
e t .  a l .  o f f e r  th e  fo l low ing  overview o f  the  bus iness  s i t e  s e l e c t i o n  p ro cess :
" I t  may be u se fu l  to  view d e c i s io n s  about  l o c a t i o n  as 
fo l low ing  a p rocess  in  which bus iness  f i r s t  dec ides  on the  
geograph ic  reg ion  o f  th e  United S t a t e s  where i t  wants to
l o c a t e ,  then narrows down th e  cho ice  to  a s t a t e  or  m e tro ­
p o l i t a n  a r e a ,  and f i n a l l y  s e l e c t s  a s p e c i f i c  s i t e . " 3,3
Corn ia ,  T es ta  and S to ck e r  p o s t u l a t e  t h a t  r eg iona l  d i f f e r e n c e s  in con­
s t r u c t i o n  c o s t s ,  energy ,  and l a b o r  c o s t s  a re  g e n e r a l ly  too s i g n i f i c a n t  to  
be outweighed by p o t e n t i a l  t ax  d i f f e r e n c e s .  I t  i s ,  however,  a t  the  f i n a l  
s ta g e  o f  s e l e c t i o n  when s t a t e  and loca l  concess ions  (both  tax  and non- tax  
r e l a t e d )  prove most i n f l u e n t i a l .  "S ince  p r i c e s  o f  l a b o r ,  m a t e r i a l s ,  and
energy tend to  be f a i r l y  s t a b l e  th roughou t  a m e t ro p o l i t a n  a r e a ,  th o se  communi­
t i e s  w ith  low p ro p e r ty  tax  l e v e l s  o r  those  o f f e r i n g  concess ions  may be ab le
o A
t o  a t t r a c t  f i r m s . " 0
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F i n a l l y ,  in  a 1981 r e p o r t  i s s u e d  by the  Cleveland Area Development 
C o rp o ra t io n ,  t h r e e  s t u d i e s  were c i t e d  which c o n s id e red  f a c t o r s  im por tan t  
in th e  l o c a t i o n  o f  c o r p o ra te  h e a d q u a r t e r s .  Emphasis on such a s p e c i a l  
t a r g e t  group produced r e s u l t s  which were q u i t e  d i f f e r e n t  from o t h e r ,  
more genera l  l o c a t i o n  su rv ey s .  A Fortune market  r e se a rc h  s tudy  c i t e d  
the  fo l low ing  lead in g  f a c t o r s :  pe rsona l  p r e f e r e n c e s  of  company e x e c u t i v e s ,
s t y l e  o f  l i v i n g  f o r  employees , and s t a t e  an d /o r  loca l  persona l  income tax  
s t r u c t u r e .  A Booz Allen  s tudy c i t e d  a t t r a c t i v e n e s s  o f  l o c a t i o n  to  execu­
t i v e s  and convenience o f  t r a v e l  as key l o c a t i o n  f a c t o r s .  Also c i t e d  in 
t h i s  C leveland  p u b l i c a t i o n  was The Conference Board In fo rm at ion  B u l l e t i n  
No. 66 which s t r e s s e d  the  more t r a d i t i o n a l  f a c t o r s  such as access  to  mar­
k e t s  and s u p p l i e r s ,  p rox im i ty  to  o p e ra t in g  u n i t s ,  adequacy of  phys ica l  
f a c i l i t i e s ,  f in a n c in g  a v a i l a b i l i t y  and i n c e n t i v e s ,  and s t a b i l i t y  o f  loca l  
governments ."
CONCLUSION
In c o n c lu s io n ,  th e  key l o c a t i o n  f a c t o r s  have t r a d i t i o n a l l y  been p r o x i ­
mity to  markets  and raw m a t e r i a l s ,  l a b o r  c o s t  and a v a i l a b i l i t y ,  t r a n s p o r t a t i o n  
f a c i l i t i e s ,  and s i t e  a v a i l a b i l i t y .  Of t h e s e ,  only  s i t e  a v a i l a b i l i t y  i s ,  to  
any d e g re e ,  s u b j e c t  t o  th e  co n t ro l  o f  lo c a l  government.  The above s tu d i e s  
i n d i c a t e  t h a t  s p e c i a l  concess ions  and community f a c t o r s  p lay  the  g r e a t e s t  
r o l e  in  th o se  reg io n s  which a re  pe rce ived  to  have the  w ors t  b u s in ess  c l i m a t e s ,  
such as  New York and Michigan.
Perhaps more im p o r ta n t ,  however, i s  the  d i f f e r e n c e  in the  r e l a t i v e  
importance of  lo c a l  i n c e n t i v e s  in  i n t r a - r e g i o n a l  l o c a t i o n  d e c i s io n s .  The 
r e c o g n i t i o n  o f  t h i s  f a c t  i s  p a r t i c u l a r l y  c r u c i a l  in  th e  c e n t r a l  c i t i e s  
which have w i tnessed  an e r o s io n  o f  t h e i r  tax  and employment bases to  the
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o u t ly in g  suburban a r e a s .  The development of  l i m i t e d  access  freeways has 
eased  th e  movement o f  a f f l u e n t  r e s i d e n t s ,  su p p o r t in g  commercial a c t i v i t y ,  
and b a s ic  employment i n d u s t r i e s  t o  suburb ia  where land and t ax es  a re  r e ­
l a t i v e l y  inexpens ive  v i s  a v i s  the  c e n t r a l  c i t y .  I t  i s  t h e r e f o r e  c r i t i c a l  
t h a t  th e  o l d e r ,  urban a re a s  f in d  the  most e f f e c t i v e  mechanisms with  which 
to  compete in  the  game of  i n t r a - r e g i o n a l  b u s in ess  l o c a t i o n .
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CHAPTER I I  
PORTSMOUTH, VIRGINIA: A CASE STUDY
As s t a t e d  a t  th e  end o f  the  p rev ious  c h a p t e r ,  the  need to  induce 
economic development i s  p a r t i c u l a r l y  c r u c i a l  in  th e  o l d e r ,  c e n t r a l  c i t i e s .  
I t  i s  t h e s e  communities t h a t  have exper ienced  more than  t h e i r  sha re  of  
f i s c a l  d i s t r e s s  and lo s s  o f  employment o p p o r t u n i t i e s  over  the  p a s t  few 
decades .  As th e  development of  l i m i t e d  access  highways has eased  the  
movement o f  th e  au tom ob i le ,  l a r g e  numbers o f  a f f l u e n t  r e s i d e n t s  have 
r e a l i z e d  th e  American dream of  homes on l a r g e r  suburban l o t s ,  f r e e  from 
th e  no ise  and co n g es t io n  o f  the  c e n t r a l  c i t y .  Suppor t ing  commercial 
a c t i v i t y  fo l lowed th e s e  r e s i d e n t s  in  the  form of  modern, enc losed  shop­
ping m a l l s  with  ample park ing  space ,  o f te n  a t  the  expense of  the  old 
C en tra l  Bus iness  D i s t r i c t s .  F u r th e r  e x a c e rb a t in g  t h i s  s i t u a t i o n  has been 
th e  t r e n d  toward m anufac tur ing  a c t i v i t y  in s i n g l e - s t o r y  s t r u c t u r e s  with 
massive  land r eq u i rem en ts ;  r equ irem en ts  t h a t  have made the  placement of  
t h e s e  f a c i l i t i e s  in  th e  c e n t r a l  c i t y  p r o h i b i t i v e l y  expens ive .
The r e s u l t s  o f  t h i s  suburban sprawl have been d e v a s t a t in g  to  the  
c e n t r a l  c i t y .  The e l d e r l y ,  the  p oo r ,  and the  o the rw ise  l e a s t  mobile 
segments o f  th e  p o p u la t io n  remained in  the  c e n t r a l  c i t y .  P ro p e r ty  tax  
revenues  dropped.  The lo s s  o f  commercial and manufac tur ing  a c t i v i t y  
t r a n s l a t e d  i n t o  fewer job  o p p o r t u n i t i e s  f o r  th o se  c e n t r a l  c i t y  r e s i d e n t s  
who were fo rce d  to  r e l y  on inadequa te  p u b l i c  t r a n s p o r t a t i o n .  Centra l  
c i t i e s  ex per ienced  a d e c l in in g  p r o p o r t io n a l  sh a re  o f  new c o n s t r u c t io n  
a c t i v i t y ,  r e t a i l  s a l e s  t a x  revenues ,  and machinery and too l  tax  revenues .
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F i n a l l y ,  the  urban and suburban a reas  exper ienced  a r a c i a l  p o l a r i z a t i o n  
t h a t ,  r i g h t l y  o r  wrongly,  c o n t r ib u t e d  to  n ega t ive  p e r c e p t io n s  o f  the  
c e n t r a l  c i t y  as unsafe  and o f  the  urban school systems as academ ica l ly  
i n f e r i  o r .
In an a t tem pt  t o  address  the  ch a l len g e s  of  economic development in 
t h e  c e n t r a l  c i t y ,  i t  would be h e lp fu l  to  analyze  the  ex p e r ie n c e s  of  a 
t y p i c a l  urban c i t y  t h a t  has s u f f e r e d  from th e se  woes, and t h a t  has made 
a co n ce r ted  e f f o r t  to  r e - e s t a b l i s h  i t s  commercial and s o c ia l  v i a b i l i t y .  
Por tsmouth ,  V i r g i n i a ,  i s  such a c i t y .
BACKGROUND: DECADES OF DECLINE
The C i ty  o f  Por tsmouth ,  V i r g i n i a ,  i s  l o ca ted  in  the  Hampton Roads 
M etro p o l i t a n  S t a t i s t i c a l  Area in  s o u th e a s t e r n  V i r g i n i a ,  the  t h i r t i e t h  
l a r g e s t  market  in  th e  United  S t a t e s .  Hampton Roads i s  roughly  d iv ided  
i n t o  d i s t i n c t  s u b -a r e a s :  the  "Pen insu la"  and South Hampton Roads, o f  which
Portsmouth i s  a p a r t .
For over  two c e n t u r i e s ,  South Hampton Roads c o n s i s t e d  of  th e  c i t i e s  
o f  Norfolk  and Portsmouth ,  which were s e p a ra te d  by the  E l i z a b e th  R ive r ,  
and th e  o u t ly in g  r u r a l  c o u n t i e s .  The Commonwealth of  V i r g in i a  i s  somewhat 
unique in  t h a t  c i t i e s  a r e  not p a r t  of  c o u n t i e s ,  bu t  a r e  r a t h e r  d i s t i n c t  
p o l i t i c a l  j u r i s d i c t i o n s .  As growth occur red  in  Norfolk  and Portsmouth ,  
th e s e  c i t i e s  s imply annexed p o r t i o n s  o f  th e  a d j a c e n t  c o u n t i e s .  In the  
e a r l y  1960s the  su rrounding  P r in ce ss  Anne County and Norfolk County i n ­
c o rp o ra te d  i n t o  th e  s e p a r a t e  c i t i e s  of  V i rg in ia  Beach and Chesapeake, 
r e s p e c t i v e l y .  This  move accomplished the  d e s i r e d  end o f  p rev en t in g  f u r ­
t h e r  annexa t ions  by Norfolk and Portsmouth. Thus, wh i le  South Hampton 
Roads grew from a p o p u la t io n  o f  591,116 in  1960 to  795,602 in  1980, the
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C ity  o f  Norfolk d e c l in e d  in  p o p u la t io n  from 304,869 to  266,979,  and the  
C i ty  o f  Portsmouth d e c l in e d  from 114,773 to 104,577 dur ing  the  same time 
pe r iod .*  While the  C i ty  o f  Norfolk  con t inued  as th e  l e g a l  and f i n a n c i a l  
c e n t e r  o f  the  r e g io n ,  Portsmouth had no such p o s i t i o n  to  m a in ta in .
F u l ly  s i x t y  one p e rc e n t  of  the  Ci ty  of  Po r tsm ou th 's  r e a l  p ro p e r ty  i s  
government owned and thus  n o t  t a x a b le  by the  l o c a l i t y .  While th e se  f a c i l i ­
t i e s ,  most n o tab ly  th e  Norfolk  Naval Shipyard  ( lo c a t e d  in  Portsmouth) do p rovide
p r i v a t e  employment o p p o r t u n i t i e s ,  only t h i r t y  f i v e  p e r c e n t  of  the  S h ip y a rd ' s
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e s t im a te d  13,000 employees r e s i d e  in th e  Ci ty  of  Portsmouth.
Between 1960 and 1984, the  C i ty  o f  P o r tsm ou th 's  p r o p o r t i o n a l  sha re  o f  
a r e a  (South Hampton Roads) b u i ld in g  pe rm it  a c t i v i t y  d e c l in e d  from ten  p e rc en t  
to  s i x  p e r c e n t .  The c i t y ' s  s h a re  of  a r ea  r e t a i l  s a l e s  d e c l in e d  from s ix t e e n  
p e rc e n t  in  1967 ( th e  f i r s t  y e a r  th e s e  f i g u r e s  were t r a ck ed )  to  l e s s  than ten 
p e rc e n t  in 1984.^ In 1985, th e  C i ty  o f  Portsmouth had the  h i g h e s t  r ea l  p ro ­
p e r ty  tax  r a t e ,  th e  h ig h e s t  persona l  p ro p e r ty  tax  r a t e ,  and the h i g h e s t  machinery 
and t o o l s  t ax  r a t e  in the  a r e a .^  Tables  1 and 2 r e f l e c t s  P o r tsm ou th 's  r eg iona l  
p o s i t i o n s  w i th  rega rd  to  economic a c t i v i t y  and tax  r a t e s ,  r e s p e c t i v e l y .
TABLE I
KEY ECONOMIC FACTORS: THE CITIES OF SOUTH HAMPTON ROADS
Portsmouth Norfol k Va. Beach Chesapeake
P o p u la t io n
(1980) 104,577 266,979 262,199 114,226
R e t a i l  S a les  
(1984) $415,533,244 $1,596,684,089 $1 ,577 ,379 ,085 $495,139,080
B ui ld ing  P er ­
m i t s  (1984) $ 58,919,583 $ 177,778,644 $ 538,987,719 $176,082,446
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Source: Tidew a te r  V i r g i n i a n , S t a t i s t i c a l  D iges t  1985, Hampton Roads Chamber
o f  Commerce.
TABLE 2
COMPARATIVE, EFFECTIVE TAX RATES 
THE CITIES OF SOUTH HAMPTON ROADS
1984
Portsmouth Norfolk Va. Beach Chesapeake
Real p r o p e r ty
tax  per  $100 $1.35 $1.30 $ .80 $1.02
Personal  p ro p e r ty
tax  per  $100 $4.35 $4.00 $3.00 $4.00
Machinery & t o o l s
tax  p e r  $100 $1.75* $ .64 $ .50 $ .63
*Allows 10% annual d e p r e c i a t i o n  down to  25%
Source: C i ty  o f  V i r g in i a  Beach, Department o f  Economic Development
In October  of  1982, the  C i ty  of  Portsmouth commissioned Old Dominion 
U n i v e r s i t y  (ODU) to  conduct  an a t t i t u d i n a l  survey of  a rea  r e s i d e n t s  to  
a s s e s s  th e  C i t y ’s p u b l i c  image. A t o t a l  o f  s ix  hundred households in  the  
f o u r  a r e a  c i t i e s  were sampled through random d i g i t  d i a l i n g .  "When compared 
w i th  . . . su rround ing  c i t i e s ,  Portsmouth has the  p o o re s t  image. Res idents  
o f  Chesapeake, Norfolk and V i r g in i a  Beach p e rc e iv e  Portsmouth as an u n a t t r a c ­
t i v e  and unsafe  c i t y  which has l i t t l e ,  i f  a n y th in g ,  to  o f f e r  v i s i t o r s .  Res i­
den ts  o f  each o f  the  c i t i e s  exp ressed  concern about  the  phys ica l  appearance
g
of  P o r tsm o u th 's  downtown."
In a d d i t i o n ,  th e  ODU s tudy  inc lu d ed  focused in te rv ie w s  with  f o r t y  a rea  
b u s in e s s  l e a d e r s  s e l e c t e d  by top leve l  Portsmouth C i ty  O f f i c i a l s .  "Area 
r e s i d e n t s  from o u t s id e  Portsmouth were uniformly  n eg a t iv e  about  the  c i t y
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and d e s c r ib e d  i t  as a t y p i c a l ,  o ld e r  co re  c i t y - c r i m e - r i d d e n ,  a l a rg e  poor 
p o p u la t io n  and the  appearance o f  phys ica l  decay.  The c i t y  seems 'decomposed1.
I t  i s  analogous to  a b lack  community in  which the  l e a d e r s h ip  grows up and 
moves o u t ,  l e av in g  a vaccumn."7 “Respondents no t  o p e ra t in g  a b u s in ess  in 
Portsmouth were n e g a t iv e  about  b u s in ess  p ro sp e c t s  in the  c i t y .  The tax  r a t e  
i s  h ig h ,  t h e r e f o r e ,  t h e  c o s t  o f  b u s in e s s  i s  h igh ;  t h e r e  i s  too much c o n f l i c t  
w i th  lo ca l  government and i t s  l e a d e r s .  The median income i s  low and the 
median age i s  h igh .  These c h a r a c t e r i s t i c s  of  the  p o p u la t io n  s e v e re ly  r e s t r i c t
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b u s in e s s  o p p o r tu n i ty  in  the  c i t y . "
The Ci ty  o f  Portsmouth has thus  s u f f e r e d  from a l l  o f  the  t r a i t s  o f  the  
t y p i c a l  core  c i t y :  l o s s  o f  tax  b a se ,  d e c l i n i n g  employment o p p o r t u n i t i e s ,
d e c l i n i n g  p o p u la t i o n ,  and poor p u b l ic  image.
P r i o r  economic development s t u d i e s  conducted f o r  the  City  of  Portsmouth 
a t tem pted  to  i d e n t i f y  b a s ic  problems and s o l u t i o n s  to  the  C i t y ' s  economic 
woes. The r e s u l t s  o f  th e s e  s t u d i e s  a re  summarized below.
RESULTS OF PRIOR ECONOMIC DEVELOPMENT STUDIES
In 1973, W al te r  Harper  and A s so c ia te s  completed a s tudy e n t i t l e d  "An 
Economic Development Study f o r  Portsmouth ,  V i r g in i a " .  This s tudy  was 
commissioned j o i n t l y  by the  Portsmouth Chamber o f  Commerce, the  I n d u s t r i a l  
Development A u th o r i ty  o f  the  Ci ty  o f  Por tsmouth ,  and the  Portsmouth Redevelop­
ment and Housing A u th o r i ty .
The primary emphasis o f  the  Harper  s tudy  was on i d e n t i f y i n g  s p e c i f i c  
growth i n d u s t r i e s  w i th  s i t e  requ irem ents  t h a t  could  be met in the  c i t y .  This 
s tudy  i n d i c a t e d  t h a t ,  "The fo u r  prime m o t iv a t in g  f a c t o r s  which a re  c a l l e d  the  
"Four Ms" f o r  the  l o c a t i o n  o f  m anufac tur ing  p l a n t s  a re  (1) money, (2) m a t e r i a l s ,
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(3) m a rk e ts ,  and (4) manpower."^ No documentation was provided  t h a t  th e se  
f o u r  f a c t o r s  a r e ,  in f a c t ,  the  most p e r t i n e n t .
While t h i s  s tudy  emphasized the  importance of  th e  above fo u r  f a c t o r s ,  
s i t e  a v a i l a b i l i t y  was n o n e th e le s s  the  focus  o f  most o f  the  recommendations.
S i t e  a v a i l a b i l i t y  was viewed as so overwhelmingly im por tan t  t h a t  the  c o n su l ­
t a n t  recommended t h a t  the  Chamber o f  Commerce economic development e f f o r t s  
not  be expanded a t  a l l  i f  adequate  s i t e s  o f  s i g n i f i c a n t  ac reage  could  not  
be made a v a i l a b l e .  I f  such s i t e s  could be made a v a i l a b l e ,  the  fo l lowing  
program elements  were recommended: r e sea rch  and demographic da ta  assembly,
i n d u s t r i a l  t r a i n i n g ,  r e a l  e s t a t e  development and promotion ,  e s t a b l i s h m e n t  of  
f in a n c in g  programs,  and s a l e s  promotion.
In 1978, Vismor, McGill and Bell  r e l e a s e d  a s tudy  I n d u s t r i a l  O p p o r tu n i t i e s  
f o r  Norfolk and P o r t s m o u th ^  which was j o i n t l y  commissioned by th e se  two n e igh ­
bor ing  c i t i e s .  As noted in the  t i t l e ,  t h i s  s tudy focused  s t r i c t l y  on the  in d u s ­
t r i e s  which would f in d  a Norfo lk /Por tsm outh  l o c a t i o n  d e s i r a b l e .
This  s tudy  compared the  r e l a t i v e  s t r e n g t h s  and weaknesses o f  a N orfo lk /  
Portsmouth lo c a t i o n  r e l a t i v e  to  A t l a n t a ,  Newport News-Hampton, Richmond, 
Washington,  D.C. ,  Greensboro-Winston-Salem, C h a r l o t t e ,  G r e e n s v i l l e - S p a r t a n s -  
bu rg ,  Orlando,  Tampa, F t .  Lauderda le ,  and Wilmington.
Using as i t s  source  a U.S. Department o f  Commerce, Economic Development 
A d m in i s t r a t i o n ,  s tudy  on I n d u s t r i a l  Location Determinants  (1971-75) and a 1971 
Business  Week Survey on I n d u s t r i a l  L o c a t io n , l ead ing  i n d u s t r i a l  l o c a t io n  f a c ­
t o r s  were i d e n t i f i e d  as :  motor f r e i g h t  l i n e s  and highway a c c e s s i b i l i t y ,  p r o x i ­
mity to  m arke ts ,  r e a so n ab le  t a x e s ,  f a v o ra b le  l a b o r  c l i m a t e ,  and s i z e  and c o s t
*  12 of  s i t e .
While c o n s i s t e n t  w i th  the  f in d in g s  of  most t r a d i t i o n a l  s t u d i e s  d iscu ssed  
above,  r ea so n a b le  taxes  p layed  a more c e n t r a l  r o le  to  th e  respondents  of  these  
s u r v e y s .
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Based on a comparison o f  v a r io u s  l o c a t i o n  f a c t o r s ,  Vismor, McGill and 
Bell  a s se s se d  the  r e l a t i v e  ranking  o f  Norfolk and Portsmouth compared to  
th e  o t h e r  South A t l a n t i c  a reas  mentioned above. N o r fo lk /P o r tsm o u th 's  top 
a t t r i b u t e s  were: p rox im ity  to  m ark e ts ,  w a te r  t r a n s p o r t a t i o n ,  lack  o f  p e r ­
sonal  income t a x ,  s t a t e  s a l e s  tax  r a t e s ,  loca l  tax  r a t e s  in c lu d in g  rea l  
p ro p e r ty  and machinery and t o o l s  t a x e s .
In one r e s p e c t ,  however, the  importance o f  Norfolk and Por tsm outh 's  
t a x  s t r u c t u r e  was downplayed. The Vismor s tudy a s se s se d  the  r e l a t i v e  a t t r a c ­
t i v e n e s s  o f  Norfolk and Portsmouth v i s  a v is  o t h e r  comparable e a s t e r n  markets 
b u t  no t  in r e l a t i o n  to  the  a d j a c e n t  suburban c i t i e s  of  Chesapeake and V i rg in ia  
Beach. The b u s in ess  t a x  s t r u c t u r e  in  Portsmouth i s  h ig h e r  than in  e i t h e r  o f  
th e s e  ne ighbor ing  c i t i e s ,  both o f  which have exper ienced  s t ro n g  commercial 
growth s in c e  the  c r e a t i o n  in  the  e a r l y  1960s.
AGENDA FOR ACTION: THE CITY'S PROGRAM
In 1982 and 1983, C i ty  and b u s in es s  l e a d e r s  embarked on a m u l t i - f a c e t e d  
program to  encourage economic growth and to  a t t a c k  the  c i t y ' s  sev e re  image 
problem.
V olunteers  from the  Chamber o f  Commerce were s u c c e ss fu l  in  r a i s i n g  $1.2 
m i l l i o n  to  commence an image m arket ing  campaign. This campaign was in tended  
to  t e l l  the  Portsmouth s t o r y  t h a t  was l a r g e l y  unknown o u t s id e  the  c i t y :  the
co m p e t i t iv en e ss  o f  th e  school system as demonstrated  by th e  r e s u l t s  o f  s t a n ­
d a rd ize d  t e s t  s c o r e s ,  th e  beauty  o f  i t s  r e s i d e n t i a l  neighoods in c lu d in g  h i s t o r i c  
01de Towne, th e  c u l t u r a l  a t t r a c t i o n s  in c lu d in g  the  Community Arts  Center  and 
Naval and C h i l d r e n ' s  Museums and the  S por ts  Hall  o f  Fame. Funds were e a r ­
marked f o r  i n d u s t r i a l  a d v e r t i s i n g  to  market  the  c i t y ' s  a t t r a c t i v e l y - p r i c e d  
i n d u s t r i a l  a c r e a g e ,  and an " I n d u s t r i a l  Ambassadors" program was launched to  
a l low  c i t y  businessmen to  s e l l  Portsmouth as a p lace  to  do b u s in e s s .
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For i t s  p a r t ,  the  C i ty  government ,  under  the  l e a d e r s h ip  o f  a new, 
a g g r e s s iv e  Ci ty  Manager,  i n s t i t u t e d  a $6 m i l l i o n  " P r i o r i t y  Action Plan 
Program" t h a t  c a l l e d  f o r  major p u b l i c  improvements in the  Centra l  Business  
D i s t r i c t .  A new w a t e r f r o n t  park was developed ,  underground u t i l i t i e s  and 
e x t e n s iv e  landscap ing  were begun, f r e e  a r c h i t e c t u r a l  s e r v i c e s  were o f f e r e d  
to  merchants  to  renova te  t h e i r  s t o r e f r o n t s ,  and an Urban E n t e r p r i s e  Zone 
Program was c r e a t e d .  The E n t e r p r i s e  Zone, which was s e l e c t e d  by the  Governor 
as one of  the  f i r s t  s i x  such zones in th e  s t a t e ,  matched s t a t e  i n c e n t i v e s  
f o r  b u s in ess  w i th  loca l  i n c e n t i v e s  t a i l o r e d  to  r e a l  e s t a t e  development.
These lo c a l  i n c e n t i v e s  inc luded  a w a ive r  of  perm it  f ees  f o r  ren o v a t io n s  and 
new c o n s t r u c t i o n  in  th e  zone,  a tax  abatement f o r  renovated  s t r u c t u r e s ,  
f u r t h e r  wri te -downs o f  I n d u s t r i a l  Revenue Bond r a t e s  us ing Community Develop­
ment Block Grant fu n d s ,  and an a g g re s s iv e  market ing campaign. Bu i ld ing  and 
environmenta l  code enforcement  became much s t r i c t e r ,  and s e c u r i t y  has been 
in c re a se d  in  the  downtown a r e a .
The c i t y  a l s o  c r e a t e d  a new Department o f  Economic Development w ith  
r e s p o n s i b i l i t i e s  f o r  the  a t t r a c t i o n  o f  new b u s in e s se s  and luxury r e s i d e n t i a l  
development,  a b u s in ess  r e t e n t i o n  program, c o o rd in a t io n  o f  the  c i t y ' s  Centra l  
Business  D i s t r i c t  program, and c o o rd in a t io n  o f  the  c i t y ' s  f i r s t  e f f o r t s  in 
the  a r e a  o f  tou r i sm  and conven t ions .  This  depar tment  was endowed wi th  a 
$150,000 a d v e r t i s i n g  and market ing  budge t ,  the  f i r s t  such market ing budget  
in  th e  c i t y ' s  h i s t o r y .
F i n a l l y ,  Community Development Block Grant and General O b l ig a t io n  Bond 
funds were earmarked f o r  e x t e n s iv e  s i t e  development .  A new bus iness  pa rk ,  
P o r tC e n t re ,  was announced on seven ty  a c re s  o f  redevelopment land  a d j a c e n t  
to  I n t e r s t a t e  264 and the  Norfolk Naval Sh ipyard .
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A f i f t y  ac re  c o r p o ra te  o f f i c e  park was announced with f ro n ta g e  on the  Western 
Branch of  the  E l i z a b e th  R iv e r ,  and a s i x t y  a c re  Marine Support  Park was begun 
with  $500,000 in  Economic Development A d m in is t r a t io n  funds a d ja c e n t  to  P o r t s ­
mouth Marine T e rm in a l , a major  ocean-going p o r t .
THE EARLY RETURNS: GUARDED OPTIMISM
1984 was the  f i r s t  f u l l  y e a r  fo l lo w in g  the  i n c e p t io n  o f  the  c i t y ' s
"Portsmouth P a r tn e r s h ip "  campaign. A wave o f  p o s i t i v e  p u b l i c i t y  appeared in
th e  a r e a ' s  genera l  c i r c u l a t i o n  newspaper.  1984 c i ty -w id e  b u i ld in g  permit
a c t i v i t y  was up t h i r t y  t h r e e  p e r c e n t  over  1983, and E n t e r p r i s e  Zone b u i ld in g
perm it  a c t i v i t y  was up 428 p e r c e n t  from 1983 to  1984. New developments  began
13in 1984 a re  p r o j e c t e d  to  g e n e ra te  in excess  o f  780 new j o b s .  For the  f i r s t
t im e ,  small and medium-sized convent ions  l o c a te d  in the  Ci ty  of  Portsmouth.
Four new r e s t a u r a n t s  were begun in a Centra l  Business  D i s t r i c t  t h a t  had not
w i tn e sse d  a new r e s t a u r a n t  opening in a decade.  Several  new middle and upper-
income r e s i d e n t i a l  p r o j e c t s  were announced or  s t a r t e d  in  the  downtown a r e a ,
and over  f i f t y  p e r c e n t  o f  the  vacan t  commercial space in the  Centra l  Business
D i s t r i c t  was committed w i th in  th e  span o f  one y e a r .
In 1985, the  Chamber o f  Commerce again  commissioned an a t t i t u d i n a l  survey
of  a rea  r e s i d e n t s  to  s o l i c i t  t h e i r  views of  the  Ci ty  o f  Por tsmouth,  p a r t i c u l a r l y
of  the  downtown a r e a .  Fu l ly  s i x t y  n ine  p e rc e n t  o f  the  responden ts  in d i c a t e d
14t h a t  Portsmouth was "Improving a Lot" .
However, no t  a l l  o f  th e  economic new was p o s i t i v e .  The c i t y ' s  p ro p o r t io n a l  
sh a re  o f  a rea  r e t a i l  s a l e s  con t inued  to  d e c l in e  from 10.12 p e rc e n t  in 1983 to 
9 .7  p e r c e n t  in 1984. A p o r t i o n  o f  t h i s  d e c l in e  may be a t t r i b u t e d  to  the f a c t  
t h a t  s ev e ra l  o f  th e  r e t a i l  developments  commenced in 1984 were no t  open f o r  
b u s in ess  by y e a r  end. However, announced p lans  f o r  y e t  an o th e r  major  suburban 
shopping mall in the  Ci ty  o f  Chesapeake, j u s t  over  the  Portsmouth c i t y  l i n e ,
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sugges t  t h a t  P o r tsm ou th 's  r e t a i l  s a l e s  problem i s  f a r  from over .
In 1985, the  Norfolk  Naval Shipyard  announced th e  e l im in a t io n  of  1,027 
jobs  as a p a r t  o f  an o v e r a l l  cutback in government y a r d s .  While i t  i s  a n t i c i ­
pa ted  t h a t  a t  l e a s t  h a l f  o f  th e se  cutbacks  w i l l  be accomplished through a t t r i ­
t i o n ,  and some of  the  C i t y ' s  p r i v a t e  sh ipyards  may b e n e f i t  a c c o rd in g ly ,  t h i s  
announcement n o n e th e le s s  underscored  the  c i t y ' s  dangerous o v e r - r e l i a n c e  on 
th e  f e d e ra l  government as a source  o f  employment o p p o r t u n i t i e s .  I t  i s  t h e r e ­
f o r e  c r i t i c a l  t h a t  p r e s e n t  and f u t u r e  inducements to  growth be c a r e f u l l y  
a s se s se d  to  ensu re  t h a t  s c a rc e  re so u rces  a re  in v e s te d  in th o se  t o o l s  capable  
o f  y i e l d i n g  maximum g a in .
BUSINESS ATTRACTION vs BUSINESS RETENTION: THE CASE FOR A BALANCED APPROACH
The p a s t ,  t r a d i t i o n a l  s t u d i e s  of  bus iness  l o c a t i o n  f a c t o r s  focused almost  
e x c l u s iv e ly  on the  a t t r a c t i o n  of  f i rm s  from the  o u t s i d e .  Nor has t h i s  p r e ­
occupa t ion  with  b u s in ess  a t t r a c t i o n  been l im i t e d  to  the  academic community.
P a s t  economic development e f f o r t s  a t  both the  s t a t e  and loca l  l e v e l s  were 
p r im a r i l y  concerned with  th e  a t t r a c t i o n  o f  l a r g e  i n d u s t r i a l  concerns - so 
c a l l e d  "smokestack ch as in g " .  Empirical  ev id e n c e ,  however, sugges ts  t h a t  such 
o v e r - r e l i a n c e  on b u s in ess  a t t r a c t i o n  may be misguided.  In a 1979 s tu d y ,  David 
Birch  has conducted a comprehensive a n a l y s i s  of  b u s in ess  l o c a t i o n a l  change in
th e  U.S. between 1969 and 1976. Birch  concluded t h a t  i n t e r - r e g i o n a l  lo c a t io n a l
15moves p lay  a n e g l i g i b l e  r o l e  in  a re a  development.  The U. S. Department o f
Commerce has suppor ted  t h i s  co n te n t io n  as ev idenced by the  fo l low ing  q u o ta t io n
from a 1980 Urban Consortium In fo rm at ion  B u l l e t i n :
" . . .  b u s in e s s  r e t e n t i o n  - i n h e r e n t ly  l e s s  'g lamorous '  
than b u s in es s  a t t r a c t i o n  programs - i s  g a in ing  a growing 
s h a re  o f  the  a t t e n t i o n  and re so u rces  o f  economic deve lop­
ment p r a c t i t i o n e r s .  The reasons  f o r  t h i s  come from a
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growing body of  in fo rm a t io n  and accumulated ex per ience  t h a t  
sugges ts  t h a t  b u s in ess  r e t e n t i o n ,  b road ly  d e f in e d ,  o f f e r s  the 
g r e a t e s t  promise f o r  p o s i t i v e l y  a f f e c t i n g  the  growth and d i r e c t ­
ion o f  the  lo ca l  economic b a s e . " 15
J u s t  as the  evidence su g g es ts  the  need f o r  a ba lance  o f  b u s in ess  a t t r a c ­
t i o n  and bus iness  r e t e n t i o n  e f f o r t s ,  so do the  numbers su g g es t  a need f o r  the  
c u l t i v a t i o n  o f  small f i rm s  as wel l  as l a r g e  manufactur ing  conerns .  In h is  
p r e v i o u s l y - c i t e d  s tu d y ,  David Birch determined t h a t ,  "Small f i rm s  ( th o se  with 
twenty o r  fewer employees) g e n e ra ted  s i x t y  s ix  p e rc e n t  o f  a l l  the  new jobs  
g e n e ra te d  in  the  U. S . " ^
I t  i s  t h e r e f o r e  sugges ted  t h a t  any a n a l y s i s  of  the  r e l a t i v e  importance 
o f  b u s in es s  l o c a t i o n  f a c t o r s  c o n s id e r  e x i s t i n g  f i rm s  w i th in  a community and 
small to  medium-sized f i rm s  on an equal b a s i s  w ith  the  t r a d i t i o n a l  emphasis 
on th e  a t t r a c t i o n  o f  l a rg e  manufac tur ing  concerns from o u t s id e  the  c i t y .
SUMMARY
This c h a p te r  has a t tem pted  to  dem onstra te  the  v i a b i l i t y  o f  us ing  the  
C i ty  o f  Por tsmouth,  V i r g i n i a ,  as a case  s tudy  model w ith  which to  a s se s s  
the  r e l a t i v e  importance o f  the  v a r io u s  bus iness  l o c a t io n  f a c t o r s  t h a t  a re  
under  th e  co n t ro l  o f  lo c a l  government.  The Ci ty  of  Portsmouth has been 
shown to  be ,  in  many ways, a t y p i c a l  urban core  c i t y .  The movement of  
r e s i d e n t i a l  and b u s in e s s  inves tm ent  to  o u t ly in g  suburban a reas  i s  indeed 
t y p i c a l  o f  the  p l i g h t  of  c e n t r a l  c i t i e s  as a whole over  the  p a s t  few decades .
As have many, i f  no t  most ,  o t h e r  c e n t r a l  c i t i e s ,  Portsmouth has under taken 
an ex p en s iv e ,  comprehensive e f f o r t  to  r e v e r s e  t h i s  d e c l i n e .  The p r e l im in a ry  
i n d i c a t i o n s  a re  p o s i t i v e ,  however, no t  enough time has e lap sed  to  t r u l y  a s se s s  
th e  success  o f  th e se  e f f o r t s .  I t  i s  sugges ted  t h a t  the  Portsmouth program be 
ana lyzed  as t o  i t s  appeal to  the  e x i s t i n g  bus iness  community as well  as to  those
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f i rm s  which have r e c e n t l y  moved to  the  c i t y .  I t  i s  f u r t h e r  sugges ted  t h a t  
t h i s  a n a l y s i s  not  be l i m i t e d  to  major employers ,  bu t  to  the  f u l l  range of  
b u s in e s s e s  from l a r g e  to  small in the  hope of  de te rm in ing  the  r e l a t i v e  impor­
ta n ce  o f  l o c a l l y - c o n t r o l l a b l e  l o c a t i o n  f a c t o r s  in f o s t e r i n g  a c l im a te  in  which 
a l l  b u s in ess  can t h r i v e .
40
NOTES FOR CHAPTER II
i
Tidew ater  V i rg in ia n  1984 S t a t i s t i c a l  D i g e s t ; Hampton Roads Chamber of  
Commerce; N orfo lk ,  V i r g i n i a ;  1984.
o
P u b l ic  A f f a i r s  O f f i c e ,  Norfolk Naval S h ipyard ;  Por tsmouth,  V i r g in i a ;  
te lephone  c o n v e r s a t io n ;  June 3 ,  1985.
3
B u i ld e r s  and C o n t ra c to r s  Exchange, I n c o rp o ra te d ;  N orfo lk ,  V i r g in i a .
4
S o u th e a s te rn  V i rg in ia n  Planning D i s t r i c t  Commission; N or fo lk ,  V i r g in i a .
5
C i ty  o f  V i r g in i a  Beach, V i r g i n i a ,  Department of  Economic Development; 
Unpublished Comparative Tax Rate A n a ly s i s ;  1985.
^P indur ,  Wolfgang, and Keeton, K a t i e ;  Community Image Survey ; Old 
Dominion U n iv e r s i t y ;  N or fo lk ,  V i r g in i a ;  1982; p.  11.
7I b i d ,  p. 13.
8 I b i d ,  p. 14. 
g
Harper ,  W al ter  and A s s o c i a t e s ;  An Economic Development Study f o r  Por tsm outh , 
V i r g i n i a ; Greensboro,  North C a ro l in a ;  1973; p.  9.
10I b i d .  pp. 64-73.
11Vismor, McGill and B e l l ;  I n d u s t r i a l  O p p o r tu n i t i e s  f o r  Norfolk and 
Por tsm outh ; Columbia, South C a ro l in a ;  1974.
12 I b id ;  Technical  P r e s e n t a t i o n ,  E x h ib i t  XXIV.
13C i ty  o f  Por tsmouth,  Department o f  Economic Development; Unpublished 
Economic Development A c t i v i t y  Report :  January - December, 1984.
14C o n t inen ta l  Research;  01de Towne Study,  Por tsmouth; N or fo lk ,  V i r g i n i a ;
1935; p. 7.
15B irch ,  David L . ; The Job Genera t ion  P r o c e s s ; MIT Program on Neighborhood 
and Regional Change; Cambridge, M assach u se t t s ;  1979.
1 fiU.S. Department o f  Commerce, Economic Development A d m in i s t r a t io n ;
"Ear ly  Warning Systems f o r  Business  R e te n t io n " ,  Urban Consortium Inform at ion  
B u l l e t i n ; Washington, D. C . ;  1980; p. 5.
17op. c i t . , p.  20.
CHAPTER I I I  
METHODOLOGY AND SAMPLE
As noted in th e  i n t r o d u c t i o n ,  t h i s  s tudy h y po thes izes  the  fo l lo w in g :
"Of the  genera l  c a t e g o r i e s  o f  b u s in e s s  s i t e  s e l e c t i o n  f a c t o r s  which a re  
wholly o r  p a r t i a l l y  under  the  c o n t ro l  o f  loca l  government ,  t h e  a v a i l a b i l i t y  
o f  l o w - i .n t e r e s t  f in a n c in g  and a s u i t a b l e  phys ica l  p l a n t  w i l l  c o n s i s t e n t l y  
rank as the  two most im por tan t  e lements  in  the  b u s in ess  s i t e  s e l e c t i o n  p ro ­
c e s s . "
A mechanism must be developed to  de termine  which s i t e  s e l e c t i o n  f a c t o r s  
a re  viewed as most im por tan t  in the  case  s tudy  a r e a ,  the  C i ty  o f  Por tsmouth ,  
V i r g in i a .
In accordance with  the  h y p o th e s i s ,  only those  s i t e  s e l e c t i o n  f a c t o r s  
s u b j e c t  to  the  in f lu e n c e  of  loca l  government a re  to  be c o n s id e red .  I t  i s  
a l s o  im por tan t  to  dec ide  which b u s in e s s e s  a re  to  be surveyed .  Given Chapter  
I I ' s  d i s c u s s io n  of  the  need to  c o n s id e r  e q u a l ly  both the  a t t r a c t i o n  o f  new 
b u s in ess  and the  r e t e n t i o n  of  e x i s t i n g  b u s in e s s ,  the  sample inc luded  both 
those  f i rm s  which have r e c e n t l y  r e l o c a t e d  o r  expanded in th e  c i t y  and the  
p r e v i o u s l y - e x i s t i n g  b u s in ess  community.
The hy p o th es is  a l s o  i n d i c a t e s  t h a t  "bus iness"  s i t e  s e l e c t i o n  f a c t o r s  
a r e  to  be in c lu d ed .  P r i o r  s t u d i e s ,  p a r t i c u l a r l y  in the  1950s and 1960s, 
o f t e n  focused  e x c l u s iv e ly  on th e  l o c a t i o n  d e c i s io n s  of  m a n u f a c tu r e r s . However, 
non-manufac ture rs  r e p r e s e n t  a s i g n i f i c a n t  and growing segment o f  th e  economy. 
The non-manufactur ing s e c t o r  in c lu d es  both r e t a i l  and s e r v i c e  f i rm s .  S e rv ice  
b u s in e s s e s  p r e s e n t l y  c o n s t i t u t e  the  f a s t e s t - g r o w in g  segment o f  th e  n a t io n a l
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economy, and a re  cons ide red  the  wave of  the f u t u r e  in new job  c r e a t i o n .  The 
r e t a i l  s e c t o r  makes a s i g n i f i c a n t  c o n t r i b u t i o n  to  th e  lo c a l  tax  base .  Of the  
fo u r  p e r c e n t  s t a t e  s a l e s  tax  l e v ie d  in  the  S t a t e  of  V i r g i n i a ,  o n e - fo u r th  (one 
p e rc e n t  o f  t o t a l  r e t a i l  s a l e s )  r e v e r t s  d i r e c t l y  to  the l o c a l i t y  in  which the  
t a x  was c o l l e c t e d .  As no ted  in  Chapter  I I ,  the  Ci ty  o f  Portsmouth i s  p r e s e n t l y  
ex p e r ie n c in g  a d e c l in e  in i t s  p r o p o r t i o n a l  sh a re  of  a rea  r e t a i l  s a l e s .
There i s  reason to  su g g es t  t h a t  non-manufac turers  may d i f f e r  from manu­
f a c t u r e r s  in  t h e i r  p e rc e p t io n s  o f  th e  r e l a t i v e  importance of  v a r ious  s i t e  
s e l e c t i o n  f a c t o r s .  In th e  1981 Cleveland Study d i sc u s sed  in Chapter  I ,  
c o r p o ra te  h ead q u a r te r s  ranked q u a l i t y  o f  l i f e  f a c t o r s  over  the  more t r a d i t i o n a l  
f a c t o r s  c o n s i s t e n t l y  s t r e s s e d  by m anufac tu re rs  in p r i o r  s t u d i e s .  Manufacturers  
and non-manufac ture rs  a re  a f f e c t e d  d i f f e r e n t l y  by d i f f e r e n t  loca l  t a x e s .  
M a n u fac tu re r s  u s u a l l y  have a heavy inves tm en t  in  rea l  p r o p e r ty  and c a p i t a l  
equipment,  and a re  thus  s u b j e c t  to  l a rg e  p ro p e r ty  tax b i l l s .  On the  o th e r  
hand, non-manufac turers  a re  g e n e r a l l y  more a f f e c t e d  by bus iness  l i c e n s e  and 
s a l e s  t a x e s .
These p o s s i b l e  d i s c r e p a n c i e s  in the  p e rc e p t io n s  of  m anufac tu re rs  and non­
m anufac tu re r s  can p rov ide  meaningful  in p u t  f o r  loca l  p u b l i c  p o l i c y  d e c i s io n s .  
Local government can tak e  v a r io u s  measures to  in f lu e n c e  d i f f e r e n t  segments of  
the  loca l  economy. M anufac turers  can be suppor ted  by the  upgrading o f  u t i l i t y  
c a p a c i t y  and the  assembly o f  i n d u s t r i a l  s i t e s  and i n d u s t r i a l  pa rks .  Non-manu­
f a c t u r e r s  can be encouraged by an upgrading o f  th e  c i t y ' s  a e s t h e t i c  ap p e a l ,  
c e n t r a l  b u s in e s s  d i s t r i c t  " f ix -u p "  campaigns, and the  c o n s t r u c t i o n  o f  s t r a t e g i ­
c a l l y - l o c a t e d  municipal  park ing  s t r u c t u r e s ,  to  name bu t  a few.
Chapter  II  noted th e  importance of  small f i rm s  in th e  c r e a t i o n  o f  new job  
o p p o r t u n i t i e s .  T h e re f o re ,  t h e  s tudy a s se s se d  th e  a t t i t u d e s  o f  s m a l l e r  b u s in e s se s
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concerning  the  r e l a t i v e  importance of  the  v a r io u s  b u s in ess  s i t e  s e l e c t i o n  
f a c t o r s .  The r e s u l t s  o f  such an assessment  may p rov ide  i n s i g h t  i n to  how a 
l o c a l i t y  can most e f f e c t i v e l y  f o s t e r  the  c r e a t i o n  and growth o f  small b u s in e s s .  
Such a s tudy  must a l s o  in c lu d e  the  l a r g e r  employers in the  c i t y .  While small 
b u s in e s s ,  in  the  a g g r e g a t e ,  p rov ides  the  l a r g e s t  sh a re  o f  new j o b s ,  the  a t t r a c ­
t i o n  or  l o s s  o f  one s i g n i f i c a n t ,  l a r g e  employer can have immediate ,  f a r - r e a c h i n g  
impact  on the  lo ca l  economy.
Larger  and s m a l l e r  b u s in e s s e s  may p lace  emphasis on d i f f e r e n t  s i t e  s e l e c t i o n  
f a c t o r s .  For example,  s m a l l e r  f i rms could be expected  to  p lace  l e s s  emphasis 
on th e  r ea l  p r o p e r ty  t ax  r a t e  s in c e  such f irms a re  more l i k e l y  to  o p e ra te  out  
of  r e n te d  f a c i l i t i e s .  S i m i l a r l y ,  l a r g e r  f i rms may be expected  to  p lace  l e s s  
emphasis on such f a c t o r s  as f r e e  b u s in ess  counse l ing  and a s s i s t a n c e  with  the  
r e g u l a t o r y  p r o c e s s ,  due to  the managerial  and le g a l  e x p e r t i s e  a v a i l a b l e  to  
l a r g e  f i rm s .  The e x t e n t  to  which s m a l l e r  and l a r g e r  companies d i f f e r  in t h e i r  
s i t e  s e l e c t i o n  needs may in f lu e n c e  p u b l i c  p o l i c y  d e c i s io n s  such as whether  to  
a l l o c a t e  lo c a l  r e so u rc e s  to  s p e c i a l i z e d  i n c e n t i v e s  f o r  c e r t a i n  l a r g e  employers ,  
o r  more genera l  i n c e n t i v e s  to  p rovide  i n d i r e c t  a s s i s t a n c e  to  the  e n t i r e  bus iness  
community. T h e re f o re ,  t h i s  s tudy w i l l  a l s o  a t t em p t  to  de termine  whether  sm a l le r  
and l a r g e r  f i rm s  sh a re  p e r c e p t io n s  o f  the  r e l a t i v e  importance of  the va r ious  
b u s in es s  l o c a t i o n  f a c t o r s .
SOURCES OF INFORMATION: THE DATA
Three sources  o f  da ta  were examined in t e s t i n g  the  h y p o th e s i s .  A f i f t e e n  
p e rc e n t  random sample of  th e  approximate ly  2850 b u s in e s s  l i c e n s e e s  in the  City  
o f  Por tsmouth was in c lu d ed  in a mail survey .  The sample f o r  t h i s  survey a l so  
inc luded  one hundred p e r c e n t  of  th e  c i t y ' s  m a n u f a c tu r e r s , which a re  exempt from 
the  c i t y  bus iness  l i c e n s e  t a x .  This sample r e p re s e n te d  the  p r e v i o u s l y - e x i s t i n g
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Portsmouth bus iness  community. M anufacturers  were given d i s p r o p o r t i o n a t e  
weigh t  because of  t h e i r  p iv o t a l  r o l e  in importing d o l l a r s  from o u t s id e  of  
the  r e g i o n ,  thus  f u e l in g  r e a l ,  lo c a l  economic growth. The 1983/1984 G rea te r  
Hampton Roads O rgan iza t ion  " D i re c to ry  of  Manufacturers"  l i s t e d  seventy  
Portsmouth f i rm s  as m a n u f a c tu r e r s , f i rm s  which a l t e r  the  s t a t e  o f  m a t t e r  or  
assemble sub-components.  These seven ty  f irms were added to  the  427 bus iness  
l i c e n s e e s  s e l e c t e d  f o r  a t o t a l  sample o f  497 f irms in the  mail survey .
The second re se a r c h  v e h ic l e  to  be employed was a t e lephone  survey o f  
those  f i rm s  which r e c e n t l y  r e l o c a t e d  or  expanded w i th in  th e  c i t y  dur ing  the  
pe r iod  1983 to  1985. These f i rm s  a re  p a r t i c u l a r l y  im por tan t  in t h a t  they have 
r e c e n t l y  made a major  l o c a t i o n  d e c i s io n  which,  e x p l i c i t l y  o r  i m p l i c i t l y ,  con­
s id e r e d  one o r  more of  the  v a r io u s  l o c a t i o n  f a c t o r s  under  c o n s id e r a t i o n  in t h i s  
s tu d y .  A t o t a l  o f  twenty two f i rm s  which r e lo c a t e d  o r  expanded in the  c i t y  from 
1983 to  1985 were inc luded  in th e  sample. These f i rm s  were o b ta in ed  from a 
l i s t i n g  provided by the  c i t y ' s  Department of  Economic Development of  f i rms 
which r e l o c a t e d  o r  expanded in the  r e c e n t  p a s t  and which have ten  or  more 
employees. Given the  r e l a t i v e l y  small sample a v a i l a b l e ,  a te lephone  survey 
was c o n s id e red  the  most c o s t - e f f e c t i v e  means o f  e l i c i t i n g  a high r a t e  of  
response  from t h i s  segment o f  th e  loca l  bus iness  community. The q u e s t io n s  
asked on th e  te lephone  were i d e n t i c a l  to  those  asked in th e  mail survey .
The t h i r d  source  o f  in fo rm a t io n  to  be examined was a 1985 Old Dominion 
U n iv e r s i t y  (ODU) s tudy commissioned by the  Portsmouth P a r tn e r s h ip  to  a s se s s  
s a t i s f a c t i o n  wi th  the  c i t y ' s  municipal  taxes  and s e r v i c e s .  Respondents were 
asked to  r a t e  the  C i ty  o f  Portsmouth as a p lace  to  do b u s in e s s .  Municipal 
s e r v i c e s ,  i n c lu d in g  p o l i c e  and f i r e  p r o t e c t i o n  and p u b l i c  i n f r a s t r u c t u r e ,  were 
r a t e d  from " e x c e l l e n t  " t o  "poor" .  Each municipal  tax  was r a t e d  from "very f a i r "  
to  "very  u n f a i r " .  Respondents were a l s o  asked whether  they were l i k e l y  to
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expand o r  r e l o c a t e  t h e i r  b u s in e s se s  dur ing  th e  nex t  t h r e e  y e a r s ,  and, i f  so ,  
whether  such r e l o c a t i o n  o r  expansion would take  p lace  i n s i d e  or  o u t s i d e  of  
the  c i t y .  I f  such a r e l o c a t i o n  o r  expansion was l i k e l y ,  r e spondents  were asked 
the  reason f o r  such a d e c i s io n  to  s t a y  o r  leave  the c i t y .  A t o t a l  o f  250 
Portsmouth b u s in e s s e s  were surveyed by te le p h o n e .  While t h i s  ODU s tudy  
inc luded  both m anufac tu re rs  and non-manufac turers  and f i rm s  of  vary ing  s i z e ,  
such c a t e g o r i z a t i o n  o f  responses  was no t  a v a i l a b l e  a t  t h i s  w r i t i n g .
Each o f  th e  t h r e e  sources  o f  da ta  d i s c u s s e d  above ( th e  mail s u rv e y ,  the  
t e lephone  su rv ey ,  and the  ODU s tudy)  were to  be co n s id e red  in  t e s t i n g  the  
hypothesi  s .
THE SURVEY FORMAT
Since t h i s  s tudy  i s  in tended  to  a s s e s s  the  r e sp o n d e n ts '  p e r c e p t io n  of  
the  r e l a t i v e  importance o f  l o c a l l y - c o n t r o l l a b l e  b u s in ess  l o c a t io n  f a c t o r s ,  
i t  was n ec e s sa ry  to  de termine  which o f  the  va r ious  lo c a t io n  f a c t o r s  from 
Chapter  I were to  be inc luded  in the  o r i g i n a l  r e s e a r c h .
C l e a r l y ,  c e r t a i n  b u s in e s s  l o c a t i o n  f a c t o r s  a re  beyond the  c o n t ro l  o f  loca l  
government.  A l o c a l i t y ' s  p rox im i ty  to  markets  i s  l a r g e l y  f ix e d  and beyond 
lo c a l  government c o n t r o l .  The same holds  t r u e  f o r  a l o c a l i t y ' s  p rox im ity  to  
raw m a t e r i a l s ;  e i t h e r  such m a t e r i a l s  e x i s t  l o c a l l y  or  they do n o t .  The leve l  
o f  u n io n iz a t io n  in a given  community i s  more a r e s u l t  of  the  s t a t e ' s  "Right  
t o  Work" s t a t u s  than o f  any loca l  o rd inances  o r  p o l i c i e s .  T r a n s p o r t a t i o n  
improvements a re  so expens ive  as to  u s u a l ly  r e q u i r e  th e  f i n a n c i a l  back ing ,  and 
hence the  a p p ro v a l ,  o f  s t a t e  an d /o r  f e d e r a l  a u t h o r i t i e s .  The r e g u l a t i o n  and 
c o n t ro l  o f  p u b l i c  u t i l i t i e s  i s  l a r g e l y  a s t a t e  f u n c t i o n ,  beyond the  lega l  
j u r i s d i c t i o n  of  the  l o c a l i t y .
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Several  of  the  l o c a t i o n  f a c t o r s  r e fe r e n c e d  in  Chapte r  I do, however,  
f a l l  under  the  co n t ro l  o f  lo ca l  government.  For i n s t a n c e ,  the  a v a i l a b i l i t y  
o f  human re so u rces  i s  p a r t i a l l y  c o n t r o l l a b l e  through th e  a v a i l a b i l i t y  o f  educa­
t i o n a l  programs and w o r k e r - t r a in i n g  s u b s i d i e s .  While th e  w o r k e r - t r a in i n g  p ro ­
grams a v a i l a b l e  in Portsmouth a re  e i t h e r  s t a t e  o r  r e g i o n a l l y  a d m in i s t e r e d ,  the  
c i t y  can p lay  a s i g n i f i c a n t  r o l e  in market ing  th e s e  programs to  p ro sp e c t iv e  
employers and employees. Land and phys ica l  p l a n t  f a c t o r s  can be in f lu e n c e d  
by the  l o c a l i t y  through s i t e  assembly,  park ing  and the  maintenance of  a c c u r a t e ,  
u p - to - d a t e  s i t e  i n v e n t o r i e s .  The a v a i l a b i l i t y  and c o s t  o f  c a p i t a l ,  while  
l i m i t e d  by f i s c a l  c o n s t r a i n t s ,  i s  p a r t i a l l y  c o n t r o l l a b l e  by lo ca l  p ro v is io n  
o f  I n d u s t r i a l  Development Bonds and l o w - i n t e r e s t ,  s e c o n d -p o s i t io n  f i n a n c in g .  
Local government can p lay  a key r o l e  in the  improvement o f  such q u a l i t y  o f  
l i f e  f a c t o r s  as p u b l i c  e d u c a t io n ,  funding of  c u l t u r a l  and r e c r e a t i o n a l  f a c i l i ­
t i e s ,  and su p p o r t  o f  a re a  medical f a c i l i t i e s .  Zoning and p e r m i t t i n g  are  l a r g e l y  
lo ca l  f u n c t io n s  and can have a major  e f f e c t  on the  a b i l i t y  o f  bus iness  to 
l o c a t e  in  c e r t a i n  a r e a s .  Municipal s e r v i c e s  and t ax es  a re  wholly  under the  
c o n t ro l  o f  lo c a l  government.  While l o c a l i t i e s  cannot  c o n t ro l  s t a t e  t a x e s ,  
they  can de termine  whether  or  no t  a c i t y  e l e c t s  to  apply f o r  th e  s t a t e  tax  
i n c e n t i v e s  o f f e r e d  by the  V i r g in i a  Urban E n t e r p r i s e  Zone program.
T h e re fo re ,  the  fo l low ing  l o c a t i o n  f a c t o r s  were inc luded  in t h i s  su rvey:
(1) a v a i l a b i l i t y  o f  manpower t r a i n i n g  programs, (2) s i t e  a s s i s t a n c e  (3) a v a i l a ­
b i l i t y  o f  p a r k in g ,  (4) a v a i l a b i l i t y  o f  l o w - i n t e r e s t  f i n a n c i n g ,  (5) a v a i l a b i l i t y  
o f  adequate  c u l t u r a l  and r e c r e a t i o n a l  o p p o r t u n i t i e s ,  (6) r e s t r i c t i v e n e s s  of  
zoning and p e r m i t t i n g  p o l i c i e s ,  (7) a v a i l a b i l i t y  of  zoning and p e rm i t t in g  
a s s i s t a n c e ,  (8) p r o v is io n  o f  munic ipal  s e r v i c e s ,  (9) a v a i l a b i l i t y  o f  s t a t e  
and loca l  tax  i n c e n t i v e s ,  and (10) the  a v a i l a b i l i t y  of  f r e e  b u s in ess  counse l ing  
s e r v i c e s .
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For ease  o f  a n a l y s i s ,  the  above,  l o c a l l y - c o n t r o l l a b l e  l o c a t i o n  f a c t o r s  
can group i n t o  the fo l low ing  genera l  c a t e g o r i e s :  tax  i n c e n t i v e s  (both s t a t e
and l o c a l ) ;  p ro v is io n  o f  l o w - i n t e r e s t  f in a n c in g ;  p r o v i s io n  o f  municipal  s e r ­
v i c e s ,  i n c lu d in g  p o l i c e  and f i r e  s e r v i c e s ;  zoning and r e g u l a t o r y  r e s t r i c t i o n s ;  
municipal  ombudsman f u n c t i o n s ,  i n c lu d in g  zoning and p e r m i t t i n g  a s s i s t a n c e ,  
a v a i l a b i l i t y  o f  w o r k e r - t r a in i n g  programs,, and f r e e  b u s in ess  c o unse l ing ;  
adequate  phys ica l  f a c i l i t i e s ,  in c lu d in g  b u i ld in g s  and p a rk in g ;  and q u a l i t y  of  
l i f e  f a c t o r s  such as r e c r e a t i o n a l  and c u l t u r a l  o p p o r t u n i t i e s .
I t  must be emphasized t h a t  responden ts  a re  being asked to  i n d i c a t e  
t h e i r  p e r c e p t io n s  o f  th e  r e l a t i v e  importance of  each l o c a t i o n  f a c t o r  mentioned 
above. These p e r c e p t io n s  do no t  n e c e s s a r i l y  t r a n s l a t e  d i r e c t l y  i n t o  ac tua l  
importance of  each o f  th e se  f a c t o r s .  However, d e c i s io n s  a re  o f te n  made on 
the  b a s i s  o f  p e r c e p t i o n s ,  and such a t t i t u d i n a l  da ta  i s  o f t e n  th e  only informa­
t i o n  a v a i l a b l e  to  the  r e s e a r c h e r  on the  i s s u e  o f  bu s in ess  s i t e  s e l e c t i o n .  
V i r t u a l l y  every  s tudy  r e fe r e n c e d  in Chapter  I employed surveys  o f  respondents  
a t t i t u d e s  concern ing  b u s in ess  s i t e  s e l e c t i o n .
A L i k e r t  Sca le  was used to  c l a s s i f y  the  r e sp o n d e n t s '  p e r c e p t io n s  of  
each o f  the  v a r ious  s i t e  s e l e c t i o n  f a c t o r s  mentioned above. The response  
c a t e g o r i e s  were "very im p o r ta n t " ,  "somewhat im portan t"  and "no t  im p o r tan t" .  
These response  c a t e g o r i e s  a re  c o n s i s t e n t  with those  used in the  m a jo r i ty  
o f  th e  s t u d i e s  r e fe ren ce d  in  Chapter  I ,  and r e f l e c t  meaningful d i s t i n c t i o n s  
o f  f e e l i n g  whi le  minimiz ing the  time re q u i re d  o f  the  responden t  in  o rd e r  to  
encourage a h ig h e r  response  r a t e .
PROJECTED RESULTS
I t  was a n t i c i p a t e d  t h a t  the  r e s u l t s  of  the  mail survey o f  the  e x i s t i n g  
b u s in ess  community, the  t e lephone  survey o f  r e c e n t  b u s in ess  r e l o c a t i o n s  and
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expan s io n s ,  and the  r e s u l t s  o f  the  ODU s tudy  would su p p o r t  the  aforement ioned  
h y p o th e s i s .
Chapter  I t r a c e d  the  development of  l o c a t i o n  theo ry  from i t s  i n i t i a l  
e x c lu s iv e  emphasis on the  " l e a s t - c o s t "  theo ry  to  the  even tua l  r e a l i z a t i o n  of  
the  r o l e  of  p r o f i t  in b u s in ess  l o c a t i o n  d e c i s i o n s .  That  c h a p te r  a l s o  d i scu ssed  
the  r o l e  of  lo ca l  p u b l i c  p o l i cy  in  th e  s i t e  s e l e c t i o n  p ro c e ss .  I t  has been 
sugges ted  t h a t  lo c a l  p u b l i c  p o l i c y  p lays  a margina l r o l e  in t h i s  p ro c e s s .
A f t e r  key concerns  r e l a t i v e  to  m a rk e ts ,  l a b o r  s u p p ly ,  and raw m a t e r i a l s  have 
been s a t i s f i e d ,  lo ca l  government can e x e r c i s e  some in f lu e n c e  over  the  f i n a l ,  
i n t r a - r e g i o n a l  l o c a t i o n  d e c i s io n .
S ince  b u s in ess  g e n e r a l l y  makes l o c a t i o n a l  d e c i s io n s  on th e  b a s i s  o f  
p r o f i t ,  and s in c e  loca l  government can p lay  a r o l e  ( a l b e i t  l i m i t e d )  in t h i s  
p r o c e s s ,  i t  i s  l o g i c a l  to  sugges t  t h a t  those  s i t e  s e l e c t i o n  f a c t o r s  under 
loca l  c o n t ro l  which prove most im por tan t  a r e ,  in f a c t ,  those  f a c t o r s  which have 
the  g r e a t e s t  impact on a f i r m ' s  p r o f i t .  Those f a c t o r s  a re  the a v a i l a b i l i t y  of  
l o w - i n t e r e s t  f in a n c in g  and the  c o s t  and a v a i l a b i l i t y  o f  a f i r m ' s  phys ica l  
l o c a t i o n .  These f a c t o r s  in f lu e n c e  the  f i n a l  l e v e l  o f  deb t  s e r v i c e ,  which i s  
second only to  l a b o r  c o s t s  (which a re  no t  l o c a l l y  c o n t r o l l a b l e )  in  i t s  p ro ­
p o r t i o n a l  impact on a f i r m ' s  o p e r a t i n g  s t a t e m e n t .  Taxes and munic ipal s e r ­
v ice s  a l s o  t r a n s l a t e  i n t o  d i r e c t ,  o u t - o f - p o c k e t  c o s t s  f o r  bu s in ess  and can be 
expec ted  to  assume an importance second only to  f in a n c in g  and f a c i l i t y  c o s t s .
The r e l a t i v e  importance o f  each genera l  ca tego ry  o f  l o c a t i o n  f a c t o r s  d i s ­
cussed above w i l l  be determined by the  percen tage  of  responden ts  in  each c a t e ­
gory who c l a s s i f y  each such f a c t o r  as "very im p o r ta n t" .  I t  i s  sugges ted  t h a t  
t h e  response  "somewhat im portan t"  may i n d i c a t e  ambivalence on the  p a r t  o f  the 
re sp o n d en t ;  whereas ,  "very  im por tan t"  su g g es ts  a s t ro n g  degree  o f  f e e l i n g  more 
l i k e l y  to  a c t u a l l y  impact on a r e l o c a t i o n  or  expansion d e c i s io n .
INCENTIVE AND SITE SELECTION: AN OVERVIEW
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As mentioned above,  i t  i s  expected  t h a t  the  a v a i l a b i l i t y  o f  low -cos t  
f in a n c in g  and a s u i t a b l e  p hys ica l  p l a n t  w i l l  c o n s i s t e n t l y  rank as the  two 
m o s t - im p o r tan t  c a t e g o r i e s  of  s i t e  s e l e c t i o n  f a c t o r s .  However, i t  i s  a l so  
expec ted  t h a t  t h e r e  w i l l  be some in te rc h a n g e  in  the  r e l a t i v e  importance of  
each of  the  o t h e r  f a c t o r s  accord ing  to  d i f f e r e n c e s  in  the  s i z e  of  the  r espon­
den t  f i rms and whether  they  a r e  m anufac tu re rs  o r  non-m anufac tu re rs .  Each of  
the  o t h e r  genera l  c a t e g o r i e s  o f  s i t e  s e l e c t i o n  f a c t o r s  inc luded  in  th e  survey 
i s  d i s c u s se d  below.
Tax i n c e n t i v e s  have no t  been w ide ly  used in th e  C i ty  o f  Por tsmouth ,  
excep t  in the  Urban E n t e r p r i s e  Zone Program which was no t  enac ted  u n t i l  1984. 
T h e re f o re ,  one would no t  expec t  t h a t  t h i s  f a c t o r  would be a predominant concern 
o f  th e  sample p o p u la t i o n .  However, loca l  taxes  have r i s e n  as a p e rcen tage  of  
t o t a l  t ax es  c o l l e c t e d  na t ionw ide .  Secondly ,  as r e fe r e n c e d  in Chapter  I I ,  
Portsmouth has the  h i g h e s t  tax  r a t e s  in  th e  South Hampton Roads r eg io n .  Given 
th e s e  co n ce rn s ,  and th e  f a c t  t h a t  taxes  r e p r e s e n t  d i r e c t ,  o u t -o f - p o c k e t  o u t ­
l a y s ,  i t  was expec ted  t h a t  tax  i n c e n t i v e s  would rank as a h ig h e r  concern than 
such non-pecun ia ry  f a c t o r s  as q u a l i t y  o f  l i f e ,  zoning and r e g u l a t i o n ,  and 
municipal  ombudsman s e r v i c e s .
The lev e l  of  t a x a t i o n  paid  by a g iven  f irm i s  u s u a l ly  p ro p o r t io n a l  to  
a f i r m ' s  s i z e  and p r o f i t a b i 1i t y .  Thus, wh i le  s m a l l e r  f i rms pay l e s s  taxes  
than l a r g e r  f i r m s ,  they  do n o t  n e c e s s a r i l y  pay a s m a l l e r  p ro p o r t io n a l  sh a re  
o f  t h e i r  t o t a l  expenses  to  the  lo ca l  tax  c o l l e c t o r .  T h e re fo re ,  i t  was not 
expec ted  t h a t  t h e r e  would be any n o t i c e a b l e  d i f f e r e n c e  in th e  re sp o n d e n ts '  
a t t i t u d e s  toward the  a v a i l a b i l i t y  o f  tax  i n c e n t i v e s  based on whether  they 
a re  l a r g e  o r  small o r  m anufac tu re r s  o r  non -m anufac tu re rs .
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Unlike t a x e s ,  zoning and r e g u l a t o r y  r e s t r i c t i o n s  do no t  g e n e ra l ly  
invo lve  s i g n i f i c a n t  o u t - o f - p o c k e t  c o s t s  to  a b u s in e s s .  Of c o u r s e ,  t h e r e  
a re  e x c e p t io n s ,  such as the  r e t a i l e r  who i s  ready to  open f o r  bus iness  only 
to  f in d  t h a t  he needs a Use P e rm i t ,  a 90 to  120 day p ro c e s s .  Given the 
c o s t  o f  r e n t  and borrowed money, such de lays  can be c o s t l y ,  indeed .  I t  was 
expected  t h a t  zoning and r e g u l a t o r y  r e s t r i c t i o n s  would rank as l e s s  importan t  
than low -cos t  f i n a n c i n g ,  a s u i t a b l e  phys ica l  p l a n t ,  municipal  s e r v i c e s ,  and 
tax  i n c e n t i v e s ;  but  above q u a l i t y  o f  l i f e  f a c t o r s  and municipal  ombudsman 
s e r v i c e s .
Sm al ler  b u s in e s se s  a re  expected  to  p lace  a h e a v ie r  emphasis on zoning
and r e g u l a t o r y  r e s t r i c t i o n s  than l a r g e r  f i rm s .  S m al le r  companies do not  have
the  managerial and leg a l  e x p e r t i s e  o r  exper ience  with  the r e g u l a t o r y  community 
t h a t  i s  found in  l a r g e r  companies.  I f  a problem deve lops ,  s m a l l e r  f i rm s  a re  
a l s o  l e s s  l i k e l y  to  be a b le  to  a f fo r d  the  competent leg a l  a s s i s t a n c e  necessa ry  
to  ch a l le n g e  the  lo c a l  governing body.
Along w i th  lo c a l  t a x e s ,  munic ipal  s e rv i c e s  r e p r e s e n t  th e  most t r a d i t i o n a l  
means by which loca l  government a f f e c t s  the  b u s in e s s  (as  wel l  as the  r e s i d e n t i a l )  
community. Local t ax es  pay f o r  lo ca l  s e r v i c e s .  Because th e se  two f a c t o r s  a re  
so c l o s e l y  r e l a t e d ,  i t  was expected  t h a t  the responden ts  would i n d i c a t e  t h a t  
th e  two rank roughly  equal  in importance .
Larger  f i rm s  and m anufac tu re rs  a re  b ig g e r  u se rs  o f  s e r v i c e s  and r e q u i re
more c o s t l y  i n f r a s t r u c t u r e  such as  access  roads and the  e x ten s io n  of  w a te r
and sewer mains.  S m a l l e r ,  non-manufac turers  tend to  l o c a t e  in  e s t a b l i s h e d  
commercial d i s t r i c t s  where th e  a v a i l a b i l i t y  o f  munic ipal s e r v i c e s  a re  taken 
f o r  g ra n te d .  An ex c e p t io n  would be t h e  r e p a i r  o f  c i t y  s t r e e t s  which are  
so c r i t i c a l  f o r  customer  access  to  r e t a i l  e s t a b l i s h m e n t s .  However, i t  was
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n o n e th e le s s  expected  t h a t  l a r g e r  f i rms and m anufac tu re rs  would p lace  a 
h ig h e r  p r i o r i t y  on the  a v a i l a b i l i t y  of  municipal  s e r v i c e s  than would sm a l l e r  
f irms and non-m anufac tu re rs .
C i t i e s  have r e c e n t l y  expanded the  range of  a s s i s t a n c e  a v a i l a b l e  to  
b u s in e s s  through the  e s t a b l i s h m e n t  o f  municipal  ombudsman s e r v i c e s .  Unlike 
t h e  more t r a d i t i o n a l  s e r v i c e s  such p o l i c e ,  f i r e  and i n f r a s t r u c t u r e ;  municipal 
ombudsman s e r v i c e s  in c lu d e  c i t y  a s s i s t a n c e  with the r e g u l a t o r y  p r o c e s s ,  f r e e  
b u s in e s s  c o u n s e l in g ,  and l i a i s o n  with  manpower t r a i n i n g  e n t i t i e s .  Because 
none o f  th e se  fu n c t io n s  in vo lve  d i r e c t  c o s ts  to  b u s in e s s ,  they  were expected 
t o  rank lower in  importance than the  d i r e c t  c o s t  f a c t o r s  such as f i n a n c i n g ,  
f a c i l i t i e s ,  t ax es  and s e r v i c e s .
The only ombudsman s e r v i c e  expec ted  to  rank d i f f e r e n t l y  between manu­
f a c t u r e r s  and non-manufac turers  was the  a v a i l a b i l i t y  o f  w o r k e r - t r a in i n g  
programs. Most w o r k e r - t r a in i n g  programs, in c lu d in g  the  V i r g in i a  Community 
College  I n d u s t r i a l  T ra in in g  D iv i s io n ,  a r e  p r o d u c t io n - o r i e n t e d ,  and,  as 
such ,  a re  only  u se fu l  to  m an u fac tu re r s .
I t  was expected  t h a t  s m a l l e r  f i rms would g e n e r a l ly  p lac e  more emphasis 
on th e  a v a i l a b i l i t y  o f  such ombudsman s e r v i c e s  as r e g u l a t o r y  a s s i s t a n c e  and 
f r e e  b u s in ess  co n u n se l in g ,  due to  t h e i r  lack  o f  s u f f i c i e n t ,  in -house  s t a f f .
As r e fe r e n c e d  in Chapter  I ,  q u a l i t y  o f  l i f e  f a c t o r s  have r e c e n t l y  assumed 
more importance na t ionw ide .  However, given the  preponderance of  e x i s t i n g  
Portsmouth f i rm s  in the  mail survey sample, i t  was no t  expected  t h a t  q u a l i t y  
o f  l i f e  f a c t o r s  would rank h ig h ly  on t h a t  survey.  Such e x i s t i n g  f i rm s  are  
u n l i k e l y  to  r e l o c a t e  o u t s i d e  o f  th e  r e g io n ,  and r e l o c a t i o n  w i th in  the  region 
would no t  make them i n a c c e s s i b l e  to  r eg iona l  c u l t u r a l  and r e c r e a t i o n a l  f a c i l i ­
t i e s .  Those f irms which r e c e n t l y  r e l o c a t e d  in the  c i t y  from o u t s id e  the  region 
could  be expec ted  to pi ace more emphasis on the  c i t y ' s  q u a l i t y  o f  l i f e .
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As i n d i c a t e d  by the  Cleveland Study (Chapter  I ) ,  q u a l i t y  of  l i f e  f a c t o r s  
p lay  a g r e a t e r  r o l e  in the  a t t r a c t i o n  and r e t e n t i o n  o f  w h i t e - c o l l a r  f i rm s .
In a d d i t i o n ,  m anufac tu re r s  tend  to  h i r e  p roduc t ion  workers  l o c a l l y ,  bu t  to  
import  management p e rso n n e l .  Larger  f i r m s ,  m anufac tur ing  as well  as non-manu­
f a c t u r i n g ,  have a need to  r e c r u i t  and r e t a i n  s k i l l e d  p r o fe s s io n a l  p e r s o n n n e l , 
a work fo r c e  t h a t  i s  p la c in g  in c r e a s in g  emphasis on such f a c t o r s  as c l i m a t e ,  
r e c r e a t i o n  and c u l t u r a l  a m e n i t i e s .  T h e re f o re ,  i t  was a n t i c i p a t e d  t h a t  manu­
f a c t u r e r s  and l a r g e r  employers would a t t r i b u t e  g r e a t e r  importance to  q u a l i t y  
o f  l i f e  f a c t o r s  than would s m a l l e r ,  non-manufactur ing  e s t a b l i s h m e n t s .
SUMMARY
This c h a p te r  has a t tem pted  to  develop a s p e c i f i c  methodology with  which 
to  t e s t  th e  h ypo thes is  pu t  f o r t h  in the  i n t r o d u c t i o n  to  t h i s  s tu d y .  O r ig ina l  
mail and te lephone  surveys and a 1985 Old Dominion U n iv e r s i t y  s tudy  a re  to  be 
a s se s sed  in t e s t i n g  t h i s  h y p o th e s i s .
The o r i g i n a l  r e s e a r c h  o u t l i n e d  above w i l l  in c lu d e  both m anufac tu re r s  and 
non-m anufac ture rs  and f i rm s  of  vary ing  s i z e .  The p r e v i o u s l y - e x i s t i n g  bus iness  
community w i l l  be q u e r ied  by a mail q u e s t i o n n a i r e .  Those f i rm  which r e l o c a t e d  
o r  expanded in  the  c i t y  between 1983 and 1985 w i l l  be q ue r ied  by a te lephone  
survey which w i l l  u t i l i z e  th e  same q u e s t io n s  as the  mail q u e s t i o n n a i r e .  The 
o r ig i n a l  r e se a rch  w i l l  focus  on the  range o f  bus iness  l o c a t i o n  f a c t o r s  t h a t  
a re  wholly o r  p a r t i a l l y  under  the  co n t ro l  o f  lo ca l  government.  Such f a c t o r s  
inc lude  the  genera l  c a t e g o r i e s  o f  t ax  i n c e n t i v e s ,  p ro v is io n  o f  l o w - i n t e r e s t  
f i n a n c i n g ,  p r o v is io n  o f  municipal s e r v i c e s ,  zoning and r e g u l a t o r y  r e s t r i c t i o n s ,  
municipal  ombudsman s e r v i c e s ,  a v a i l a b i l i t y  o f  s u i t a b l e  phys ica l  f a c i l i t i e s ,  
and q u a l i t y  o f  l i f e  f a c t o r s .  I t  i s  a n t i c i p a t e d  t h a t ,  o f  t h e s e ,  the  p ro v is io n
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of  l o w - i n t e r e s t  f in a n c in g  and the  a v a i l a b i l i t y  o f  a s u i t a b l e  phys ica l  
p l a n t  w i l l  c o n s i s t e n t l y  rank as the  two most im por tan t  b u s in ess  l o c a t i o n  
f a c t o r s .  These a re  expected  to  be followed by the  a v a i l a b i l i t y  of  tax 
i n c e n t i v e s  and municipal  s e r v i c e s .  Non-pecuniary f a c t o r s  such as zoning 
and r e g u l a t i o n ,  municipal  ombudsman s e r v i c e s ,  and q u a l i t y  o f  l i f e  a re  expected 
to  be cons ide red  l e a s t  im por tan t  by the  survey re sp o n d en ts .  I t  i s  a l so  a n t i c i ­
pa ted  t h a t  t h e r e  w i l l  be some in te rc h an g e  in  the  r e l a t i v e  importance of  some 
of  th e  l o c a t i o n  f a c t o r s  depending on th e  s i z e  of  th e  responden ts  and on 
whether  they  a re  m anufac tu re rs  o r  non -m anufac tu re rs .  I t  i s  no t  ex p ec ted ,  
however, t h a t  any o f  the  o t h e r  b u s in ess  l o c a t io n  f a c t o r s  w i l l  assume a h igher  
importance than l o w - i n t e r e s t  f in a n c in g  and the  a v a i l a b i l i t y  o f  a s u i t a b l e  
phys ica l  p l a n t ,  even w i th in  s u b -c a t e g o r i e s  o f  r e sp o n d en ts .
CHAPTER IV 
RESULTS AND ANALYSIS
The purpose of  t h i s  s tudy  i s  to  determine which l o c a l l y - c o n t r o l l a b l e  
b u s in e s s  s i t e  s e l e c t i o n  f a c t o r s  a re  perce ived  as th e  most im por tan t  by the  
Portsmouth,  V i r g i n i a ,  b u s in es s  community. As noted in  Chapter  I , key b u s i ­
ness  l o c a t i o n  f a c t o r s  have t r a d i t i o n a l l y  been p rox im ity  to  markets  and raw 
m a t e r i a l s ,  l a b o r  c o s t  and a v a i l a b i l i t y ,  t r a n s p o r t a t i o n  f a c i l i t i e s ,  and s i t e  
a v a i l a b i l i t y .  Of t h e s e ,  only s i t e  a v a i l a b i l i t y  i s  under th e  co n t ro l  of  
lo ca l  government.  However, loca l  government can have in f lu e n c e  over  the  
f i n a l ,  i n t r a - r e g i o n a l  s i t e  s e l e c t i o n  d e c i s io n  a f t e r  a given reg ion  has 
been s e l e c t e d  based on market  and l a b o r  concerns .
The need to  compete f o r  new inves tment  on an i n t r a - r e g i o n a l  b a s i s  i s  
p a r t i c u l a r l y  im por tan t  to  the  C i ty  of  Portsmouth ,  V i r g i n i a ,  th e  case  s tudy 
a r e a .  As noted e a r l i e r ,  t h e  C i ty  o f  Portsmouth has ex per ienced  d e c l in e  in 
i t s  p ro p o r t io n a l  sh a re  o f  a rea  r e t a i l  s a l e s ,  b u i ld in g  perm it  a c t i v i t y  and 
p o p u la t io n .  This  has r e s u l t e d  in  Portsmouth having the  h i g h e s t  tax  r a t e s  
in  the  Hampton Roads r eg ion .
In an a t t e m p t  to  de termine  how th e  C i ty  o f  Por tsmouth ,  and s i m i l a r  
c i t i e s  can most e f f e c t i v e l y  compete f o r  new in v es tm en t ,  t h i s  s tudy w i l l  
examine the  r e s u l t s  o f  t h r e e  d a ta  s o u rce s .  An o r i g i n a l ,  mail survey was 
s e n t  t o  fo u r  hundred n in e ty  seven Portsmouth b u s in e s s e s .  This sample 
in c lu d ed  fo u r  hundred twenty seven f i rm s  which c o n s t i t u t e d  a f i f t e e n  p e rcen t  
(15%) random sample o f  th e  c i t y ' s  b u s in es s  l i c e n s e e s  and a l l  o f  th e  c i t y ' s  
seven ty  m an u fac tu re r s .  From th e  fo u r  hundred n in e ty  seven f i rm s  surveyed ,  
s even ty  one u sab le  responses  were r e c e iv e d .  This low r a t e  o f  response  i s
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a t t r i b u t a b l e ,  most l i k e l y  to  the  absence o f  any fo l low-up c o n ta c t  e f f o r t .  
T h e re f o re ,  the  r e s u l t s  o f  t h i s  mail survey  must be somewhat d iscoun ted  due 
to  th e  small sample.
An o r i g i n a l ,  te lephone  survey was conducted of  twenty two f i rm s  which 
had r e l o c a t e d  o r  expanded b u s in e s s  o p e ra t io n s  in  the  Ci ty  of  Portsmouth 
between 1983 and 1985. These f i rm s  were chosen because they  had r e c e n t l y  
made a consc ious  d e c i s io n  to  i n v e s t  in the  c i t y  presumably based ,  in  p a r t ,  
on one or  more of  the  s i t e  s e l e c t i o n  f a c t o r s  under c o n s id e r a t i o n .  All 
twenty two o f  th e s e  f i rm s  were c o n tac te d .
F i n a l l y ,  t h i s  s tudy in c o r p o r a t e s  the  r e s u l t s  o f  a 1985 survey of  two 
hundred f i f t y  Portsmouth b u s in e s se s  conducted by Old Dominion U n iv e r s i t y  
(ODU). The ODU survey  a t tem pted  to  determine why a bus iness  would or  would 
no t  r e l o c a t e  or  expand in the  c i t y .  Of the  two hundred f i f t y  f irms su rveyed ,  
n in e ty  i n d i c a t e d  t h a t  they  were c o n s id e r in g  a r e l o c a t i o n  or  expansion w i th in  
the  nex t  t h r e e  y e a r s .  Quest ions  as to  why such a f i rm would remain o r  leave  
th e  c i t y  were open-ended.  This  i s  to  be c o n t r a s t e d  with  the  above,  o r ig i n a l  
surveys  in  which responden ts  were asked to  i n d i c a t e  the  r e l a t i v e  importance 
o f  each o f  a p re -d e te rm in ed  s e t  o f  p o s s ib l e  s i t e  s e l e c t i o n  f a c t o r s .
The r e s u l t s  o f  a l l  t h r e e  of  th e s e  surveys  were a s se s sed  in an e f f o r t  
t o  de term ine  which l o c a l l y - c o n t r o l l a b l e  b u s in e s s  s i t e  s e l e c t i o n  f a c t o r s  a re  
p e rce iv ed  as  most im por tan t  by b u s in e s se s  in  Portsmouth. As d i scu ssed  in  
Chapter  I I ,  th e  C i ty  of  Portsmouth r e p r e s e n t s  a ty p i c a l  d i s t r e s s e d ,  c e n t r a l  
c i t y .  Portsmouth has w i tn essed  decades of  d e c l in e  followed by a r e c e n t  up­
surge  in  p r i v a t e  inves tm ent .  Given the  t y p i c a l  n a tu re  o f  Por tsm outh ’s s i t u a ­
t i o n  th e se  r e s u l t s  may, in  t u r n ,  p rov ide  in p u t  f o r  loca l  p u b l i c  p o l i c y  d e c i s io n s  
in  Portsmouth and s i m i l a r  c i t i e s .
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Each o f  th e  c a t e g o r i e s  o f  s i t e  s e l e c t i o n  f a c t o r s  d iscu s se d  in Chapter  
I I I  w i l l  be c o n s id e red  in t u r n .  The r e s u l t s  o f  th e  o r i g i n a l  mail and t e l e ­
phone surveys  w i l l  be a s se s se d  according  to  the  p e rcen tage  o f  respondents  
who in d i c a t e d  t h a t  each such f a c t o r  was "very im portan t"  in any r e l o c a t i o n  
o r  expansion they  may make. Resu l t s  w i l l  be analyzed f o r  th e  sample as a 
whole. In a d d i t i o n ,  responses  w i l l  be analyzed on de te rm in ing  whether  manu­
f a c t u r e r s  d i f f e r  from non-manufac turers  in t h e i r  p e r c e p t io n s  and whether  
small f i rm s  d i f f e r  from l a r g e r  f i rm s .  The r e s u l t s  o f  the  ODU survey were 
no t  c l a s s i f i e d  by b u s in ess  type (manufactur ing  vs non-manufactur ing)  o r  by 
s i z e .  A ccord ing ly ,  t h i s  s tudy  w i l l  only  be u se fu l  in  a s s e s s in g  a t t i t u d e s  
f o r  b u s in e s se s  as a whole. P a r t i c u l a r  a t t e n t i o n  w i l l  be paid to  why those  
ODU responden ts  who were con tem pla t ing  a move would choose to  remain o r  leave  
the  c i t y .
In sum, th e  r e s u l t s  o f  each o f  the  th re e  s t u d i e s  r e fe ren ce d  above w i l l  
be analyzed in  t e s t i n g  the  o r ig i n a l  h y p o th e s i s ,  which i s :  "Of the  general
c a t e g o r i e s  o f  b u s in e s s  s i t e  s e l e c t i o n  f a c t o r s  which a r e  wholly or  p a r t i a l l y  
under the  co n t ro l  o f  lo c a l  government,  th e  a v a i l a b i l i t y  o f  l o w - i n t e r e s t  
f in a n c in g  and a s u i t a b l e  p hys ica l  p l a n t  w i l l  c o n s i s t e n t l y  rank as th e  two 
most im por tan t  e lements  in th e  bus iness  s i t e  s e l e c t i o n  p r o c e s s . "
The ba lance  o f  t h i s  c h a p te r  w i l l  c o n s id e r ,  in t u r n ,  each of  the  bus iness  
s i t e  s e l e c t i o n  f a c t o r s  under c o n s id e ra t i o n  in t h i s  s tu d y .  Each f a c t o r  w i l l  
be analyzed as to  i t s  pe rce iv e d  importance by th e  respondents  to  the  th re e  
surveys to  be u t i l i z e d .  The conc lus ion  w i l l  compare th e  cumulat ive  r e s u l t s  
o f  th e s e  surveys  to  de term ine  which f a c t o r s  were p e rce iv ed  as most im portan t  
by th e  Portsmouth b u s in es s  community. F i n a l l y ,  the  r e s u l t s  o f  th e se  surveys 
w i l l  be compared to  the  r e s u l t s  o f  the  p r i o r  l i t e r a t u r e  con ta ined  in Chapter  
I to  determine th e  e x t e n t  to  which the p e rc e p t io n s  of  the  Portsmouth bus iness
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community a r e  c o n s i s t e n t  w i th  those  r e f l e c t e d  in prev ious  r e s e a r c h .
LOW INTEREST FINANCING
F u l ly  f i f t y  two p e rc e n t  (52%) of  the  respondents  to  the  mail survey 
i n d i c a t e d  t h a t  the  a v a i l a b i l i t y  o f  l o w - i n t e r e s t  f in a n c in g  was a very impor­
t a n t  s i t e  s e l e c t i o n  f a c t o r .  This f in d in g  was f u r t h e r  b o l s t e r e d  by th e  r e s u l t s  
o f  the  te lephone  survey in which s i x t y  e i g h t  p e r c e n t  (68%) of  the  respondents  
i n d i c a t e d  t h a t  t h i s  f a c t o r  was very im p o r tan t .  However, none o f  the  n in e ty  
ODU responden ts  who were c o n s id e r in g  a move mentioned the a v a i l a b i l i t y  of  low- 
i n t e r e s t  f in a n c in g  as a c o n s id e r a t i o n .  There are  two p o s s i b l e  e x p la n a t io n s  
f o r  t h i s  d i sc re p a n c y .  Over seven ty  f i v e  p e rc e n t  (75%) o f  th e  ODU respondents  
were f i rm s  with  ten  o r  fewer employees. I t  i s  g e n e r a l l y  accep ted  t h a t  I n d u s t r i a l  
Development Bond (IDB) f in a n c in g  i s  only  f i n a n c i a l l y  f e a s i b l e  in i s s u e s  o f  
$100,000 or  more due to  th e  high leg a l  co s t s  of  such i s s u e s .  In g e n e r a l ,  the  
s m a l l e s t  f i rm s  have the  lowes t  borrowing needs .  T h e re fo re ,  given  th e  p reponder­
ance o f  very small f i rms in  the  ODU sample,  th e se  respondents  may no t  have 
co n s id e red  l o w - i n t e r e s t  f i n a n c i n g ,  p a r t i c u l a r l y  IDBs, as a v i a b l e  a l t e r n a t i v e .
On the  o t h e r  hand, o f  the  f i f t e e n  (68%) te lephone  respondents  who i n d i c a t e d  
t h a t  l o w - i n t e r e s t  f in a n c in g  was very im p o r ta n t ,  f u l l y  fo u r te e n  had used such 
f in a n c in g .
Another  p o s s i b l e  reason f o r  the  absence of  any mention o f  l o w - i n t e r e s t  
f in a n c in g  by the  ODU responden ts  i s  simply ignorance  o f  i t s  e x i s t e n c e  among 
small companies.  Of two hundred t h i r t y  responses  to  the  q u e s t i o n ,  "What 
kind of  b u s in ess  a s s i s t a n c e ,  i f  any,  i s  a v a i l a b l e  to  you as a b u s in ess  through 
. . . Portsmouth C i ty  government,"  over  seven ty  s ix  p e rc e n t  (76%) in d i c a t e d  
t h a t  they  knew o f  no such a s s i s t a n c e  o r  t h a t  very l i t t l e  help was a v a i l a b l e .
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Only one of  two hundred t h i r t y  respondents  i n d i c a t e d  t h a t  the  c i t y  could 
make t a x - f r e e  bonds a v a i l a b l e .
There was no d i s c e r n i b l e  d i f f e r e n c e  in the  p e rce iv ed  importance of  low- 
i n t e r e s t  f in a n c in g  between m anufac tu re rs  and non-m anufac tu re rs .  However, 
t h i s  s i t u a t i o n  may l i k e l y  change in 1987 when IDB s u n s e t  l e g i s l a t i o n  takes  
e f f e c t  f o r  a l l  bu t  manufac tur ing  uses .
There were a l s o  no c l e a r  d i f f e r e n c e s  in the  pe rce ived  importance of  low- 
i n t e r e s t  f in a n c in g  between f i rm s  o f  varying s i z e  which responded to  the  mail 
survey.
LOCATION
Receiving a somewhat lower r a t i n g  than l o w - i n t e r e s t  f in a n c in g  was the  
a v a i l a b i l i t y  of  a s u i t a b l e  phys ica l  l o c a t i o n .  This r a t i n g  was s t i l l  q u i t e  
high in t h a t  f o r t y  t h r e e  p e r c e n t  (43%) o f  the  mail respondents  i n d i c a t e d  
t h a t  t h i s  s i t e  s e l e c t i o n  f a c t o r  was very im p o r tan t .  S i m i l a r i t y ,  f i f t y  two 
p e rc e n t  (52%) o f  th e  te lephone  respondents  i n d i c a t e d  t h a t  f in d in g  the  r i g h t  
f a c i l i t y  was very im p o r tan t .  In f a c t ,  a number of  te lephone  respondents  
i n d i c a t e d  t h a t  f in d in g  th e  p roper  e x i s t i n g  f a c i l i t y  was the  s in g l e  most 
im p o r ta n t  s e l e c t i o n  f a c t o r .  These f in d in g s  a re  r e in f o r c e d  by the  r e s u l t s  
o f  th e  ODU survey in which n e a r ly  o n e - t h i r d  o f  the  n in e ty  respondents  who 
a n t i c i p a t e d  an inves tm en t  d e c i s io n  r e fe re n c e d  s i t e  concerns .  Twenty fo u r  
o f  th e se  responden ts  i n d i c a t e d  th e  need to  i n c r e a s e  square  foo tage  as t h e i r  
reason to  expand o r  r e l o c a t e ,  and th r e e  respondents  i n d i c a t e d  t h a t  they 
c o u l d n ' t  f in d  the  space they  needed in Portsmouth.  C l e a r l y ,  s u f f i c i e n t  e x i s t ­
ing s t r u c t u r e s  and raw land must be made a v a i l a b l e  i f  Portsmouth i s  to  cap tu re  
a s i g n i f i c a n t  sha re  of  th e se  f u t u r e  inves tm en ts .
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Of the  m anufac ture rs  in  th e  mail su rv ey ,  t h i r t y  seven p e rc e n t  (37%) 
i n d i c a t e d  t h a t  the  a v a i l a b i l i t y  o f  a s u i t a b l e  phys ica l  p l a n t  was very 
im p o r tan t .  This  compared with  f o r t y  f i v e  p e rc e n t  (45%) o f  the  non-manu­
f a c t u r e r s  who i n d i c a t e d  l i k e w is e .  The key element in t h i s  d isc repancy  
was the  o v e r - r i d i n g  concern o f  the  r e t a i l  s e c t o r  w i th  p a rk in g .  To those  
non-manufac turers  involved  in  r e t a i l ,  the  a v a i l a b i l i t y  o f  p rox im a te ,  ade­
qu a te  park ing  was th e  s i n g l e  f a c t o r  mentioned most o f te n  as very im por tan t .  
This  comes a t  a t ime when park ing  concerns a re  g a in ing  p u b l i c  a t t e n t i o n  in 
th e  Centra l  Business  D i s t r i c t .  Only two p u b l i c  park ing  garages  p r e s e n t l y  
e x i s t  in  th e  downtown, one which i s  u s u a l l y  used to  c a p a c i ty .  The o th e r  
garage i s  l o c a te d  on the  w a t e r f r o n t ,  too f a r  from th e  shopping d i s t r i c t  to  
be o f  b e n e f i t  to  the  v a s t  m a jo r i t y  of  the  merchants .  In a d d i t i o n ,  key s u r ­
face  park ing  l o t s  a re  being o f f e r e d  to  developers  with  l i t t l e  fo re th o u g h t  as 
to  how th e se  spaces w i l l  be r e p la c ed  in  the  s h o r t  term.
Of th e  f i rm s  with  l e s s  than f i f t y  employees, f o r t y  f i v e  p e r c e n t  (45%) 
i n d i c a t e d  t h a t  the  a v a i l a b i l i t y  of  a s u i t a b l e  phys ica l  p l a n t  was very impor­
t a n t .  This compared to only  t h i r t y - t w o  p e rc e n t  (32%) o f  the  l a r g e r  employers 
who i n d i c a t e d  th e  same. I t  i s  sugges ted  t h a t  t h i s  i s  a r e s u l t  o f  the  f a c t  
t h a t  r e t a i l  e s ta b l i s h m e n t s  comprised a l a rg e  p o r t i o n  o f  th e  s m a l l e r  f i r m s ,  
and t h a t  t h i s  d isc rep an cy  i s  a r e s u l t  o f  the  r e t a i l  s e c t o r ' s  s t ro n g  concerns 
over  pa rk ing .
TAXES AND INCENTIVES
F u l ly  f i f t y  p e r c e n t  (50%) o f  the  mail survey respondents  i n d i c a t e d  t h a t  
the  a v a i l a b i l i t y  o f  tax  i n c e n t i v e s  would be a very im por tan t  s i t e  s e l e c t i o n  
f a c t o r .  This  i s  c o n t r a ry  to  e x p e c t a t i o n s  in t h a t  t h i s  f a c t o r  ranked h igher
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than the  a v a i l a b i l i t y  o f  s u i t a b l e  space .  However, t h i s  f in d in g  was r e fu t e d  
by the  r e s u l t s  of  the  te lephone  survey in which only t h i r t y  two p e rc en t  (32%) 
o f  the  respondents  i n d i c a t e d  t h a t  taxes  were very im por tan t .  In f a c t ,  f i f t y  
f i v e  p e rc e n t  (55%) o f  the  te lephone  respondents  i n d i c a t e d  t h a t  tax  in c e n t iv e s  
were not  im p o r ta n t .  The r e s u l t s  of  the  ODU survey a l s o  c a l l  i n to  q u es t io n  
the  importance of  the  c i t y ' s  high t a x  l e v e l s ,  in  g e n e r a l .  Only one of  the  
n in e ty  p o t e n t i a l  r e l o c a t e e s  l i s t e d  high c i t y  taxes  as a source  o f  concern.
I t  should  be noted t h a t  the  te lephone  respondents  based t h e i r  answers 
on d e c i s io n s  made s h o r t l y  be fo re  being surveyed.  This conforms to  the  
conc lus ion  of  W. E. Morgan (Chapter  I) who found t h a t  whi le  few f i rm s  lo ca te d  
p r im a r i l y  because of  tax  i n c e n t i v e s ,  t h e se  f i rm s  a p p l ied  f o r  and accep ted  such 
in c e n t i v e s  when a v a i l a b l e .
A second p o s s i b l e  e x p la n a t io n  f o r  the  r e l a t i v e  absence of  t a x - r e l a t e d  
concerns  in the  ODU s tudy i s  t h a t  th e  responden ts  l a r g e l y  pe rce ived  Portsmouth 
c i t y  t ax es  as f a i r .  Over s i x t y  p e r c e n t  (60%) of  the  ODU respondents  i n d i c a t e d  
t h a t  a l l  lo c a l  t a x e s ,  excep t  the  u t i l i t y  t a x ,  were e i t h e r  " f a i r "  or  "very 
f a i r " .  In a d d i t i o n ,  over  f i f t y  p e rc e n t  (50%) o f  th e  respondents  p e rce ived  
Portsmouth t a x e s ,  on th e  whole,  to  be about the  same l e v e l s  as those  in 
ne ighbor ing  c i t i e s ,  n e i t h e r  the  te lephone  survey  nor the  ODU survey respondents  
l i s t e d  tax  r a t e s  or  t ax  i n c e n t i v e s  as s e r i o u s  l o c a t i o n  f a c t o r s .
ZONING AND REGULATORY ISSUES
Only twenty n ine  p e rc e n t  (29%) of  th e  mail survey responden ts  in d i c a t e d  
t h a t  in c re a se d  zoning and r e g u l a t o r y  f l e x i b i l i t y  was a very im por tan t  s i t e  
s e l e c t i o n  f a c t o r .  The response  from the  te lephone  survey was even lower , 
w i th  e ig h tee n  p e r c e n t  (18%) o f  th e  respondents  i n d i c a t i n g  same. While not
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s p e c i f i c a l l y  r e f e r e n c in g  zoning and r e g u l a t i o n ,  seven p e r c e n t  (7%) of  the  
n in e ty  ODU s tudy  responden ts  who were con templa t ing  a move i n d i c a t e d  t h a t  
they  would leave  th e  c i t y  because the  c i t y  was "u ncoope ra t ive  o r  r e s t r i c t i v e " .  
Such complain ts  o f t e n  focus on c i t y  c o d e - r e l a t e d  i s s u e s  such as zoning and 
b u i ld in g  code r eq u i rem en ts .  Of i n t e r e s t  i s  the  f a c t  t h a t  o f  th e  fo u r  t e l e ­
phone respondents  who i n d i c a t e d  t h a t  r e g u la to ry  i s s u e s  were very im p o r ta n t ,  
a l l  had r e c e n t l y  exper ienced  problems with  the  c i t y  r e g u l a t o r y  community.
Thus, w hi le  zoning and r e g u l a t i o n  were r a t e d  l e s s  im por tan t  than l o w - i n t e r e s t  
f i n a n c i n g ,  a s u i t a b l e  p hys ica l  p l a n t  and t a x e s ,  the  responden ts  i n d i c a t e d  a 
s t ro n g  degree of  f e e l i n g  when speaking  from personal  e x p e r ie n c e .
As a n t i c i p a t e d ,  th e  s m a l l e s t  ( l e s s  than ten  employees) employers p laced  
the most emphasis on zoning and r e g u l a t o r y  f l e x i b i l i t y .  However, t h i s  d i f f e r ­
ence was r e l a t i v e l y  small and thus  s u b je c t  to q u e s t io n .
There was no n o t i c e a b l e  d i f f e r e n c e  in the  p e r c e p t io n s  o f  m anufac ture rs  
and non-manufac turers  with  rega rd  to  t h i s  s i t e  s e l e c t i o n  f a c t o r .  However, 
i t  i s  i n t e r e s t i n g  to  note  t h a t  o f  the  seven b u i ld in g  c o n t r a c t o r s  who r e ­
sponded to  the  mail su rv ey ,  f o u r  i n d i c a t e d  t h a t  zoning and r e g u l a t o r y  f l e x i ­
b i l i t y  was very im p o r tan t .  This o b se rv a t io n  i s  noteworthy in t h a t  b u i ld in g  
c o n t r a c t o r s  c o n s i s t e n t l y  deal w i th  zoning and code r e s t r i c t i o n s .  Thus, while  
r e g u l a t o r y  f l e x i b i l i t y  may not  be c r u c i a l  to  the  b u s in es s  community as a whole,  
i t  i s  of  p a r t i c u l a r  concern to  the  b u i ld in g  and r e a l  e s t a t e  community.
PERCEPTIONS OF THE CITY'S MUNICIPAL SERVICES
As a n t i c i p a t e d ,  the  a v a i l a b i l i t y  o f  improved municipal  s e r v i c e s  was 
ranked below th e  a v a i l a b i l i t y  o f  l o w - i n t e r e s t  f in a n c in g  and a s u i t a b l e  
p h y s ica l  p l a n t  by the  responden ts  i n d i c a t e d  t h a t  improved c i t y  s e r v i c e s  were
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a very im por tan t  l o c a t i o n  d e te rm in an t .  An even lower percen tage  (27%) of  
the  respondents  t o  the  te lephone  survey i n d i c a t e d  the  same. The respondents  
to  the ODU survey p laced  even l e s s  importance on s e r v i c e s ,  with only one 
of  n in e ty  i n d i c a t i n g  t h a t  they  would r e l o c a t e  because c i t y  s e rv i c e s  were 
b e t t e r  e l sew here .  I t  has been suggested  t h a t  municipal  s e r v i c e s  would 
rank below l o w - i n t e r e s t  f in a n c in g  and phys ica l  f a c i l i t i e s  because such 
s e r v i c e s  r e p r e s e n t  l e s s  in the  way o f  d i r e c t ,  o u t -o f - p o c k e t  expenses to 
the bus inessman. However, the  r e s u l t s  o f  the  ODU survey sugges t  ano the r  
such reason f o r  t h i s  low ranking .  Over seven ty  p e rc e n t  (70%) of  the  ODU 
responden ts  i n d i c a t e d  t h a t  w a te r  and sewer s e r v i c e s  were good or  e x c e l l e n t .
Over e ig h ty  p e rc e n t  (80%) in d i c a t e d  t h a t  p o l i c e  and f i r e  s e rv i c e s  were good 
o r  e x c e l l e n t .  S t r e e t  r e p a i r  was the  only municipal  s e r v i c e  c i t e d  by a m a jo r i ty  
o f  the  respondents  as being f a i r  or  poor .  T h e re fo re ,  i t  i s  p o s s ib l e  t h a t  
Portsmouth b u s in e s se s  do not  c o n s id e r  municipal  s e r v i c e s  a key f a c t o r  in 
l o c a t i o n  d e c i s io n  because they  have come to  expec t  an adequate  l eve l  of  s e r ­
v ic e s  as g iven .
There was no n o t i c e a b l e  d i f f e r e n c e  in the p e r c ep t io n  of  the  r e l a t i v e  
importance of  municipal s e r v i c e s  between m anufac ture rs  and non-manufacturers  
in e i t h e r  the  mail o r  the  te lephone  su rveys .
One i n t e r e s t i n g  o b se rv a t io n  i s  t h a t  the  r e s u l t s  of  the  mail survey i n d i ­
ca ted  t h a t  the  s m a l l e s t  employers p laced  more importance on improved municipal  
s e r v i c e s  than d id  the  l a r g e r  employers.  These f i n d i n g s ,  as i n d i c a t e d  in  Table 
3, a re  c o n t r a ry  to  the  e x p e c t a t i o n s  o u t l i n e d  in Chapter  I I I .
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TABLE 3
MUNICIPAL SERVICES AS A SITE SELECTION FACTOR: 
THE MAIL SURVEY







37 1 - 10 48.6% 24.3% 18.9% 8.1%
20 11 - 50 35.0 45.0 20.0 0
11 50+ 18.2 63.6 18.2 0
68* TOTALS 39.7% 36.8% 19.1% 4.4%
*Three of  the  seven ty  one respondents d id  no t  i n d i c a t e  number o f  employees.
64
The f in d in g s  from Table 3 may be r e f l e c t i v e  of  a concern among sm a l le r  
f i rm s  p a r t i c u l a r l y  r e t a i l e r s ,  with  crime and p u b l i c  s e c u r i t y .  As i n d i c a t e d  
in Chapter  I I ,  th e  C i ty  o f  Portsmouth i s  faced wi th  a l i n g e r i n g  p u b l ic  p e r ­
c e p t io n  as an unsafe  c i t y .  This concern has been s p e c i f i c a l l y  expressed 
with  regard  to  th e  c e n t r a l  bus iness  d i s t r i c t ,  an a rea  with  a l a r g e  co n c e n t r a ­
t i o n  o f  s m a l l ,  r e t a i l  e s t a b l i s h m e n t s .  However, s in c e  s e c u r i t y  was not  s p e c i ­
f i c a l l y  i s o l a t e d  in the  q u e s t i o n n a i r e ,  t h i s  e x p la n a t io n  cannot  be v e r i f i e d  with 
a v a i l a b l e  d a t a .
MUNICIPAL OMBUDSMAN SERVICES
Municipal ombudsman s e r v i c e s  inc lude  such th in g s  as a s s i s t a n c e  w ith  the  
zoning and p e r m i t t i n g  p r o c e s s ,  l i a i s o n  with manpower t r a i n i n g  programs, and 
f r e e  b u s in ess  co u n se l in g .  Only tw e n ty - th r e e  p e rc e n t  (23%) o f  the respondents  
to  the  mail survey i n d i c a t e d  t h a t  such ombudsman s e r v i c e s  a re  very im por tan t .  
These s e r v i c e s  were s t r e s s e d  even l e s s  by the  te lephone  re sp o n d e n ts ,  o f  which 
e ig h tee n  p e r c e n t  (18%) c l a s s i f i e d  ombudsman s e r v i c e s  as very im por tan t .  As 
p r e v io u s ly  s t a t e d ,  s i x  o f  the  n in e ty  ODU survey respondents  co n s id e r in g  a 
r e l o c a t i o n  or  expansion i n d i c a t e d  t h a t  they would leave  the  c i t y  because i t  
was uncoopera t ive  a n d /o r  r e s t r i c t i v e .  While t h i s  f in d in g  does no t  t r a n s l a t e  
d i r e c t l y  i n t o  the  r e l a t i v e  importance o f  ombudsman s e r v i c e s ,  the  p ro v is io n  
of  such s e r v i c e s  may se rv e  to  soothe  the  n e g a t iv e  f e e l i n g s  gene ra ted  dur ing  
the zoning and p e r m i t t i n g  p ro c e s s .
I t  was a l s o  a n t i c i p a t e d  t h a t  s m a l l e r  f i rms would g e n e r a l l y  p lace  more 
importance on the  a v a i l a b i l i t y  o f  ombudsman s e r v i c e s  than would l a r g e r  f i rm s .  
However, th e  r e s u l t s  o f  the  mail survey did not  confirm t h i s  e x p e c t a t i o n .
In f a c t ,  t h e r e  was very l i t t l e  d i f f e r e n c e  in the  responses  rece iv ed  from 
f i rm s  o f  varying s i z e .  Even among th e se  f irms with  fewer  than ten  employees, 
on ly  tw e n ty - f iv e  p e r c e n t  (25%) o f  the  respondents  i n d i c a t e d  t h a t  municipal
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ombudsman s e r v i c e s  were very im por tan t  l o c a t io n  f a c t o r s .
The only ombudsman s e r v i c e  expected  to  rank d i f f e r e n t l y  between manu­
f a c t u r e r s  and non-manufacturers  was th e  a v a i l a b i l i t y  o f  worker  t r a i n i n g  p ro ­
grams. The r e s u l t s  o f  the  mail survey provided only s l i g h t  i n d i c a t i o n  of  
t h i s  with  twenty seven p e rc e n t  (27%) of  the  m anufac tu re rs  and twenty pe rcen t  
(20%) o f  th e  non-manufac turers  i n d i c a t i n g  t h a t  the  a v a i l a b i l i t y  o f  worker  
t r a i n i n g  programs was very im p o r tan t .  The r e s u l t s  of  the  te lephone  survey 
were more pronounced. T h i r ty - s e v e n  p e rc e n t  (37%) of  th e  m anufac tu re rs  in  
th e  te lephone  survey in d i c a t e d  t h a t  worker  t r a i n i n g  programs were very impor­
t a n t  compared to  only seven p e r c e n t  (7%) of  the  non-manufac turers  who in d i c a t e d  
same.
The r e l a t i v e l y  low le v e l  o f  importance a t t r i b u t e d  to  worker  t r a i n i n g  p ro ­
grams among s m a l l e r ,  non-manufactur ing f irms may a l so  be a t t r i b u t e d  to  lack 
o f  knowledge. As i n d i c a t e d ,  s i x t y  s ix  p e rc e n t  (66%) of  the  ODU respondents  
were unaware o f  any a v a i l a b l e  c i t y  s e r v i c e s  and ten  p e rc e n t  (10%) in d i c a t e d  
t h a t  whatever  s e r v i c e s  were a v a i l a b l e  to  bus iness  were o f  l i t t l e  he lp .
Seventy f i v e  p e r c e n t  (75%) o f  th e s e  ODU respondents  were very small f i r m s ,  
th e  type l e a s t  l i k e l y  to  j o i n  o r g a n i z a t i o n s  such as the  Chamber of  Commerce 
which p rov ide  in fo rm at ion  on such ombudsman s e r v i c e s .
P a r t i c u l a r l y  noteworthy was th e  low lev e l  o f  importance a t t r i b u t e d  to  
f r e e  bu s in ess  c o u n s e l in g ,  even among the  s m a l l e s t  f i rm s .  (11%) o f  th e  mail 
survey responden ts  w ith  fewer  than ten  employees i n d i c a t e d  t h a t  such programs 
were very im p o r ta n t ,  whi le  over  f o r t y  p e rc e n t  (40%) i n d i c a t e d  t h a t  such s e rv i c e s  
were no t  im p o r tan t .  Only one of  the  twenty two te lephone  responden ts  i n d i c a t e d  
t h a t  f r e e  b u s in ess  counse l ing  was very im p o r ta n t ,  w h i le  f i f t e e n  i n d i c a t e d  no 
importance .  Given the  time-consuming n a tu r e  o f  t h i s  s e r v i c e ,  i t  i s  q u e s t i o n ­
ab le  whether  s c a rc e  p u b l i c  r e so u rc e s  should  be committed to  such a c t i v i t y .
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QUALITY OF LIFE FACTORS
As i n d i c a t e d  in  Chapter  I I I ,  i t  was not expec ted  t h a t  q u a l i t y  of  l i f e  
f a c t o r s  such as adequate  c u l t u r a l  and r e c r e a t i o n a l  o p p o r tu n i t i e s  would 
assume a high lev e l  o f  importance among the  responden ts  to  the  mail survey 
In f a c t ,  only fo u r t e e n  p e rc e n t  (14%) of  the  mail responden ts  deemed such 
f a c t o r s  very im por tan t .  While i t  was expected t h a t  those  f irms which r e ­
c e n t l y  lo c a te d  in  th e  c i t y  would view th e se  f a c t o r s  more f a v o ra b ly ,  the  
r e s u l t s  o f  the  te lephone  survey did  not  conf irm t h i s  e x p e c t a t i o n .  Only 
n ine  p e rc e n t  (9%) o f  th e  te lephone  respondents  s a id  t h a t  q u a l i t y  of  l i f e  
f a c t o r s  were very im por tan t  in  t h e i r  r e c e n t  inves tm en t  d e c i s io n s .  This 
low lev e l  o f  importance may be due to  the  f a c t  t h a t  th e  d e c i s io n  had a l ­
ready been made t o  l o c a t e  in  Hampton Roads, and t h a t  q u a l i t y  of  l i f e  con­
s i d e r a t i o n s  were i n c o rp o ra te d  in  th e  e a r l i e r ,  i n t e r - r e g i o n a l  l o c a t io n  
d e c i s io n .
I t  was a l s o  a n t i c i p a t e d  t h a t  m anufac ture rs  and l a r g e r  employers would 
p lace  g r e a t e r  emphasis on q u a l i t y  of  l i f e  f a c t o r s  than would sm a l l e r  fi rms 
and non-m anufac tu re rs .  However, the  r e s u l t s  of  the  mail survey were q u i t e  
d i f f e r e n t  than  expec ted .  As in d i c a t e d  in  Table 4 ,  the  s m a l l e s t  employers 
a t t r i b u t e d  the  g r e a t e s t  importance to  q u a l i t y  of  l i f e  f a c t o r s .
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TABLE 4
QUALITY OF LIFE FACTORS IN BUSINESS SITE SELECTIONS:
THE MAIL SURVEY






Impor tan t Undecided
37 1 -10 21.6% 40.5% 32.4% 5.4%
20 11 - 50 10.0 40.0 50.0 0
11 50+ 9.1 27.3 63.6 0
68* TOTALS 16.2% 38.2% 42.6% 2.9%
*Three o f  the  seven ty  one 
number o f  employees.
respondents  to the  mail survey did  no t  i n d i c a t e
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There a re  two p o s s i b l e  e x p lan a t io n s  f o r  the  f in d in g s  rev ea led  in Table 4. 
F i r s t ,  the  s m a l l e s t  employers tend to  be lo c a te d  in th e  c i t y ' s  e s t a b l i s h e d  
commercial d i s t r i c t s .  Unt i l  very r e c e n t l y ,  the  c e n t r a l  b u s in es s  d i s t r i c t  
had v i r t u a l l y  no a e s t h e t i c  appeal or  r e c r e a t i o n a l  o r  c u l t u r a l  f a c i l i t i e s .
Even s ev e ra l  o f  the  c i t y ' s  suburban shopping a reas  has exper ienced  d e t e r i o ­
r a t i o n .  These respondents  may have been r e a c t in g  to  the  q u a l i t y  o f  l i f e  in 
the  immediate v i c i n i t y  of  t h e i r  b u s in ess  r a t h e r  than in  th e  c i t y  as a whole. 
Second, e i g h t  o f  the  n in e ty  ODU respondents  c o n s id e r in g  new inves tment  i n d i ­
ca ted  t h a t  they would remain in Portsmouth because they  l i k e d  the  town, a 
response  t h a t  sugges ts  conscious  concern with  i n t a n g i b l e ,  q u a l i t y  of  l i f e  
f a c t o r s .
CONCLUSION
In c o n c lu s io n ,  the  b u s in ess  s i t e  s e l e c t i o n  f a c t o r s  judged most c r i t i c a l  
were the  a v a i l a b i l i t y  o f  l o w - i n t e r e s t  f i n a n c i n g ,  the  a v a i l a b i l i t y  of  tax  
i n c e n t i v e s  (among the  mail survey respondents  o n l y ) ,  and the  a v a i l a b i l i t y  
o f  a s u i t a b l e  phys ica l  l o c a t i o n .  All o f  th e se  f a c t o r s  r e p r e s e n t  d i r e c t ,  
o u t -o f - p o c k e t  expenses  to  the  businessman. A summary o f  the  r e s u l t s  of  the 
mail surveys  i s  provided  in Table 5.
The cumulat ive  r e s u l t s  of  the  mail and te lephone  surveys  g e n e r a l ly  
fo llowed e x p e c t a t i o n s  and se rved  to  su p p o r t  the  h y p o th e s i s .  A key d i s ­
crepancy was th e  r e l a t i v e l y  high degree o f  importance a t t r i b u t e d  to  the  
a v a i l a b i l i t y  o f  tax  i n c e n t i v e s  by th e  respondents  to  th e  mail survey .
However, t h i s  f in d in g  i s  s u b je c t  to q u es t io n  given  the  r e s u l t s  o f  the  
te lephone  survey  and the  ODU s tu d y ,  in which only one respondent  i n d i c a t e d  
t h a t  t ax es  were a s i g n i f i c a n t  l o c a t i o n a l  concern.
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TABLE 5
PERCENTAGE OF RESPONDENTS 
SELECTION FACTOR
INDICATING THAT EACH 
IS VERY IMPORTANT
SITE
F ac to r Mail Survey Telephone Survey
L o w - in te r e s t  f in a n c in g 52% 68%
S u i t a b l e  phys ica l  p l a n t 43 52
A v a i lab le  tax  i n c e n t iv e s 50 32
Zoning and r e g u l a t o r y  i s s u e s 29 18
Improved municipal  s e r v i c e s 37 27
Municipal ombudsman s e r v i c e s  23 18
Q u a l i ty  o f  L ife  f a c t o r s 14 9
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In a d d i t i o n ,  a c l e a r  m a jo r i t y  of  the  two hundred f i f t y  responden ts  to  the  
ODU survey p e rce ived  t h a t  Por tsm outh 's  taxes  were f a i r ,  an u n l ik e ly  r e ­
sponse i f  high lo ca l  taxes  were a major source  of  concern to  the  bus iness  
community. These f a c t o r s ,  coupled with  the  low r a t e  o f  response  to the 
mail su rvey ,  sugges t  t h a t  t h e r e  i s  no t  s u f f i c i e n t  b a s i s  on which to  r e f u t e  
the  h y p o th e s i s .  The r e s u l t s  of  both the  mail and te lephone  surveys 
g e n e r a l l y  followed e x p e c t a t i o n s  in  t h a t  those  f a c t o r s  r a t e d  most importan t  
were those  t h a t  invo lve  the g r e a t e s t  d i r e c t  impact on a f i r m ' s  p r o f i t  and 
lo s s  s ta t e m e n t .  N o n -d i rec t  c o s t  f a c t o r s  such as the  a v a i l a b i l i t y  o f  munici­
pal ombudsman s e r v i c e s  and q u a l i t y  of  l i f e  c o n s id e ra t i o n s  were c o n s i s t e n t l y  
r a t e d  l e s s  im por tan t  by the  re sponden ts .
Manufac turers  d i f f e r e d  n o t i c e a b ly  from non-manufac turers  in t h e i r  
p e rc e p t io n s  o f  the  r e l a t i v e  importance of  adequate  park ing  and q u a l i t y  of  
l i f e  concerns .  Non-manufacturers  tend to l o c a t e  in crowded commercial a reas  
where a v a i l a b l e ,  proximate  park ing  i s  a t  a premium. The a v a i l a b i l i t y  of  
park ing  i s  more of  a concern to  the  r e t a i l  segment o f  non-manufacturers  
than to  s e r v i c e  companies,  many of  whom take  t h e i r  s e r v i c e s  d i r e c t l y  to  the  
consumer. I t  was a l s o  sugges ted  t h a t  the  in c re a se d  importance a t t r i b u t e d  
to  q u a l i t y  o f  l i f e  f a c t o r s  by non-manufac turers  i s  a l s o  a r e s u l t  o f  t h i s  
c o n c e n t r a t i o n  o f  such f i rm s  in  commercial a reas  t h a t  have l o s t  t h e i r  a e s t h e ­
t i c  a p p e a l .
Small bus iness  d i f f e r e d  n o t i c e a b ly  from l a r g e r  f i rm s  in t h e i r  p e rc ep t io n s  
o f  the  r e l a t i v e  importance o f  municipal  s e rv i c e s  and q u a l i t y  of  l i f e .  I t  i s  
sugges ted  t h a t  t h i s  d isc rep an cy  i s ,  as d iscu ssed  above,  the  r e s u l t  o f  
s m a l l e r  f i r m s '  concerns w i th  the  a e s t h e t i c  appeal o f  th e  c i t y ' s  commercial 
d i s t r i c t s .  The h ig h e r  importance a t t r i b u t e d  to  s e r v i c e s  by s m a l l e r  f irms 
may a l s o  be r e f l e c t i v e  o f  such f i r m s '  f e a r s  o f  crime and vandalism in the
commercial d i s t r i c t s ,  p a r t i c u l a r l y  the  downtown.
Another  concern brought  out  by the  ODU survey was the  r e l a t i v e  d i s ­
s a t i s f a c t i o n  with  s t r e e t  r e p a i r  in th e  c i t y .  This may a l so  be a concern 
o f  the  small bus iness  community given the  very high percen tage  o f  small 
f i rm s  in the  ODU s tudy .  S t r e e t  r e p a i r  i s  a h igh ly  v i s i b l e  p u b l i c  s e r v i c e ;  
much more so than the c o n d i t io n  o f  undergound w a te r  and sewer p i p e s ,  f o r  
in s t a n c e .  T h e re fo re ,  i t  i s  no t  p a r t i c u l a r l y  s u r p r i s i n g  t h a t  respondents  
would be more cogn izan t  of  the  c o n d i t io n  o f  c i t y  s t r e e t s .
How, then can the  Ci ty  o f  Por tsmouth ,  and s i m i l a r  c e n t r a l  c i t i e s ,  b e s t  
address  t h e i r  economic needs through the  p ro v is io n  of  development in c e n t iv e s  
Given the  c o n s i s t e n t  concern with  the  a v a i l a b i l i t y  o f  l o w - i n t e r e s t  f in a n c in g  
the  c i t y  must p repare  f o r  the  even tua l  demise o f  I n d u s t r i a l  Development Bond 
(IDB) f in a n c in g .  A s t e p  in the r i g h t  d i r e c t i o n  was the  c r e a t i o n  in 1985 of  
the Portsmouth C e r t i f i e d  Development Corpora t ion  (PCDC), a Small Business  
A d m in is t r a t io n  503 lend ing  company. This  program prov ides  below-market ,  
f i x e d - r a t e  f in a n c in g  f o r  c a p i t a l  a s s e t s .  While such a program i s  a v a i l a b l e  
in the  a d j a c e n t  Ci ty  o f  Norfo lk ,  the  c r e a t i o n  of  PCDC may give the  c i t y  a 
co m p e t i t iv e  edge over  the  ne ighbor ing  suburban c i t i e s  o f  Chesapeake and 
V i r g in i a  Beach, which have no t  e s t a b l i s h e d  s i m i l a r  programs. I f  the  
C i ty  o f  Portsmouth i s  to  compete f o r  new c o n s t r u c t i o n  a c t i v i t y ,  such means 
must be employed to  w r i t e  down the  c o s t  o f  developing in the  c e n t r a l  c i t y .
In a d d i t i o n ,  th e  high degree o f  concern with  a v a i l a b l e  space sugges ts  the 
need f o r  the  c i t y  to  con t inue  i t s  p r e s e n t  p o l i c y  o f  ag g re s s iv e  i n d u s t r i a l  
and commercial s i t e  c o n s o l id a t io n  and m arke t ing .
As noted in Chapter  I I ,  the  Ci ty  of  Portsmouth has been faced with  a 
s t e a d i l y  d e c l in in g  share  o f  a rea  r e t a i l  s a l e s .  In o rd e r  to  c o r r e c t  t h i s  
s i t u a t i o n ,  the  c i t y  must address  the needs o f  i t s  r e t a i l  community. New,
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s t r a t e g i c a l l y - p l a c e d  park ing  f a c i l i t i e s  must be c o n s t ru c te d  in the  downtown.
At a c o s t  o f  $6-7,000 p e r  sp ace ,  such f a c i l i t i e s  cannot  be p r o f i t a b l y  managed 
by the  p r i v a t e  s e c t o r  a t  c u r r e n t  market  r a t e s .  In a d d i t i o n ,  the  c i t y  must 
tak e  p o s i t i v e ,  n o t i c e a b l e  s te p s  to  improve s e c u r i t y  in and around i t s  commer­
c i a l  d i s t r i c t s .  Whether th e  c i t y ' s  crime r a t e  i s  high or  n o t ,  i t  i s  the  
p e rc e p t io n  of  s e c u r i t y  t h a t  i n f lu e n c e s  the  shopping h a b i t s  of  the  middle and 
upper-income m arke ts .
The r e s u l t s  of  t h i s  s tudy  do no t  i n d i c a t e  t h a t  the  c i t y ' s  r e l a t i v e l y  
high tax  r a t e s  a re  a s i g n i f i c a n t  d e t e r r e n t  to  new bus iness  investment .
While b u s in e s se s s  w i l l  accep t  tax  in c e n t iv e s  when o f f e r e d ,  the  r e s u l t s
o f  the  te lephone  survey and the  ODU study sugges t  t h a t  few f i n a l  s i t e  s e l e c t i o n
d e c i s io n s  a re  made on the  b a s i s  of  a v a i l a b l e  tax  i n c e n t i v e s .
Zoning and r e g u l a t o r y  i s s u e s  a re  n o t ,  in  them se lves ,  major  c o n t r ib u t o r s  
t o  the  f i n a l  s i t e  s e l e c t i o n  p ro c e ss .  However, bad personal  exper iences  with 
the  r e g u l a t o r y  community can lead to  l a s t i n g  n e g a t iv e  impress ions  of  the 
c i t y  as a p la c e  t o  do b u s in e s s .  I t  appears  t h a t  t h e r e  i s  a r o le  f o r  the  
municipal ombudsman to  p lay  in s e rv ing  as a b u f f e r  between the  b u s in e s s ­
man and the  r e g u la to r y  p e r so n n e l .  In t h i s  way, the  c i t y  can demonstra te  
concern f o r  the  i n d i v i d u a l ' s  problems w i th o u t  s a c r i f i c i n g  the  i n t e g r i t y  of  
the  c i t y ' s  codes and r e g u l a t i o n s .  The mere e x i s t e n c e  o f  such ombudsman 
s e r v i c e s  does not  ensure  t h a t  such s e r v i c e s  w i l l  be u t i l i z e d .  The c i t y  
must make ou t reach  e f f o r t s  to  c o r r e c t  the  low leve l  o f  awareness o f  c i t y -  
o f f e r e d  bus iness  s e rv i c e s  h ig h l ig h t e d  by the  r e s u l t s  o f  the  ODU s tudy .
THE PORTSMOUTH EXPERIENCE IN PERSPECTIVE
Chapter  I t r a c e d  the  development of  bus iness  lo c a t io n  theory  from a s in g l e
emphasis on t r a n s p o r t a t i o n  c o s t s  through the  r e a l i z a t i o n  of  the  importance of
access  to  markets  and the u l t im a te  in f lu e n c e  of  p r o f i t .
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In t h i s  c o n t e x t ,  c i t i e s  must o f f e r  to bus iness  those  in c e n t iv e s  t h a t  o f f e r  
the  g r e a t e s t  p r o f i t  p o t e n t i a l .  This i s  r e f l e c t e d  in  the  r e s u l t s  o f  the 
p rev ious  l i t e r a t u r e  r e fe re n c e d  in the  Chapter  I .  Those f a c t o r s  which have 
t r a d i t i o n a l l y  been cons ide red  as the  most im por tan t  in the  s i t e  s e l e c t i o n  
process  (p rox im ity  to  m a rk e t s ,  a v a i l a b i l i t y  and c o s t  o f  l a b o r ,  t r a n s p o r t a t i o n  
f a c i l i t i e s  and s i t e  a v a i l a b i l i t y )  a re  a l so  those  f a c t o r s  which have the  most 
f i n a n c i a l  impact on a b u s i n e s s ' s  o p e r a t i o n s .  Given t h a t  b u s in e s se s  g e n e r a l ly  
make l o c a t i o n  d e c i s io n s  on the  b a s i s  of  p r o f i t  p o t e n t i a l ,  i t  i s  no t  s u r ­
p r i s i n g  t h a t ,  o f  those  s i t e  s e l e c t i o n  f a c t o r s  under loca l  c o n t r o l ,  the  loca l  
i n c e n t i v e s  w i th  the  g r e a t e s t  p o t e n t i a l  f o r  success  a re  those  t h a t  most 
d i r e c t l y  a f f e c t  the  bottom l i n e .  The r e s u l t s  of  the  r e se a rc h  conducted in 
t h i s  s tudy  i n d i c a t e  t h a t  such i s  the  case  in the  Ci ty  o f  Portsmouth.
However, a c i t y  can address  a l l  o f  the  l o c a l l y - c o n t r o l l a b l e  s i t e  s e l e c t i o n  
f a c t o r s  d i scu s se d  in t h i s  s tudy and s t i l l  be unsuccess fu l  in  a t t r a c t i n g  new 
p r i v a t e  inves tm ent  i f  i t  does not  enjoy access  to adequate  m arke ts .  Even 
though the  r o l e  o f  loca l  government in the  s i t e  s e l e c t i o n  process  i s  l im i t e d  
l a r g e l y  to  in f lu e n c e  over  f i n a l ,  i n t r a - r e g i o n a l  l o c a t io n  d e c i s i o n s ,  c e n t r a l  
c i t i e s  must con t inue  to  lobby t h e i r  s t a t e  and f e d e ra l  l e g i s l a t o r s  f o r  the  
t r a n s p o r t a t i o n  improvements r e q u i r e d  to  make th e se  c i t i e s  e a s i l y  a c c e s s i b l e  
t o  the a f f l u e n t  suburban markets  w i th in  t h e i r  r e g io n s .
In a d d i t i o n ,  c e n t r a l  c i t i e s  must provide  s u f f i c i e n t  su p p o r t  to  a rea  
e d u ca t io n a l  and human r e so u rce  programs to  f o s t e r  the  a v a i l a b i l i t y  of  an 
ed u ca ted ,  m ot iva ted  work f o r c e .  Thus, the  c e n t r a l  c i t y  needs to  provide  
immediate i n c e n t i v e s  to  induce inves tment  while  pursuing a long-range  
p o l i c y  to  improve i t s  co m p e t i t iv e  p o s i t i o n  v is  a v i s  the  t r a d i t i o n a l l y - i m p o r t a n t  
f a c t o r s  o f  prox im ity  to  markets  and manpower.
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